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July 7, 1997
Ms. Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308
American Institute o f CPA’s
1211 Avenue o f the Americas
New York, N.Y. 10036-8775
Dear Ms. Kim Gibson:
In regard to the exposure draft on management representations, I agree with the proposed 
auditing standard, except for paragraph 8 which states that management’s representations may be 
limited to matters considered material. Management’s concept o f materiality may be different 
from the auditor’s. Until the profession can agree upon a definition o f materiality binding on all, 
this paragraph and the related wording in the illustrative representation letter should be deleted 
except as stated in SAS 19.
Yours truly,
SWEARINGEN & SWEARINGEN CO.
Raymond Michalski
RM/kdc
E. B. Dewey
CERTIFIED PUBLIC ACCOUNTANT
July 8, 1997
Ms. Kim M. Gibson, Tech. Mgr.
American Institute of CPA's
1211 Avenue of the Americas
New York, NY 10036-8775
Re: File 4308
Dear Ms. Gibson:
I have the following comments and suggestions to make with 
respect to the exposure draft of June 9, 1997, concerning 
"Management Representations":
1. I would think that we would want to obtain written
representations from management with respect to financial 
statements that are NOT prepared in accordance with GAAP, as 
well as with respect to those that ARE prepared in accordance 
with GAAP. An "OCBOA" financial statement would be an example. 
In fact, The letter provides a marvelous opportunity to review 
the issue again with management and confirm in writing that they 
still don't want to go to GAAP. This would be especially 
important in a year in which a major change in management 
personnel takes place. Paragraphs 6a and 6b on page 10 of the 
exposure draft should be modified accordingly.
2. Paragraph 6g on page 10 contains two words that would mean 
something different to every one of my clients. The words are 
"fraud" and "material". I can just hear one of my clients 
saying, "No one has lied to me, so there isn't any fraud." We 
need to indicate what we mean by "fraud" and how we judge 
whether an event is "material."
3. In the same paragraph, I suggest that identifying a 
separate category of "employees who have significant roles in 
internal control," is unnecessary and could mislead management 
into concluding that we don't care about employees who do not 
have significant roles in internal control. And how is 
management going to determine what really is a "significant 
roll?"
4. Paragraph 6h also needs amplification or examples, if it 
is to extract meaningful responses from my clients. They 
usually have no clue that some of the things they would like to 
do could affect the financial statement values of some of their 
assets.
1981 North Broadway, Suite 315 • Walnut Creek, CA 94596 • (510) 930-9344
5. I suggest that paragraph 6L start out as follows:
"Violations by officers, employees, or directors of the
corporation or by others serving the corporation". It is 
important to make it clear that all of these sources of illegal 
acts must be considered.
Thank you for giving these comments and suggestions your 
consideration.
Very truly yours,
I N T E R O F F I C E M E M O R A N D U M
Date: 28-Jul-1997 03:50pm EST
From: Rich Ryerson
RYERSON 
Dept: IRM
Tel No: 737-9387
TO: Remote Addressee ( KGIBSON@AICPA.ORG )
Subject: Management Representations
Dr. Gibson,
I have reviewed the Proposed Statement on Auditing Standards concerning 
Management Representations, and I have one issue to share with you.
The only comment I have concerns item 6.1 at the bottom of pg. 10 and 
the top of pg. 11. This is illustrated again in item 8a. on pg. 17. This rule 
requires the client to disclose "violations or possible violation of law or 
regulations whose effect should be considered for disclosure in financial 
statements..." The way this reads to me, the client makes the decisions as to 
which violations are of sufficient magnitude for disclosure and thus must be 
reported to the auditor. All instances of law violations should be communicated 
to the auditors who should then make the decisions as to disclosure. The way it 
appears to read now, the client could not justifiably be held accountable for 
withholding the information, only for making a wrong judgment call as to whether 
the particular violation is of sufficient magnitude for financial statement 
disclosure. This really reduces the whole issue to a matter of the individual 
client's opinion.
Other items (6.m., and 8 on pg. 11) at least require the client and 
auditor reach an understanding as to materiality level or attorneys' opinions. 
At minimum, wording of this type should be included in 6.1.
One final note; Federal audits under either the old A-128 Single Audit 
Guide or the new A-133 Audit Guide requires disclosure of all instances of 
non-compliance. Violation of laws, rules, and regulations are considered 
special situations that require consideration beyond those associated with most 
other audit issues.
Richard D. Ryerson, CPA, CIA
Coordinator of Evaluation and Field Audit 
State Board for Technical and. Comprehensive 
Education
111 Executive Center Drive
Columbia, S. C. 29210-8424
Ryerson@Al.sbt.tec.sc.us.@smtp
Department of the Auditor General 
Commonwealth of Pennsylvania 
Harrisburg, Pennsylvania 17120-0018
July 30, 1997
Ms. Kim M. Gibson, Technical Manager 
Audit and Attest Standards, File 4308 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, NY 10036-8775
Dear Ms. Gibson:
In response to the exposure draft Management Representations, the Pennsylvania Auditor 
General’s Office generally supports the Board’s proposed changes in auditing standards. 
We agree that the old SAS #19 should be updated to reflect the most current industry 
practice in this audit area. However, we would like to make some comments and/or 
suggestions for your consideration before issuing the final statement:
• With regard to management’s representations in Paragraphs 6.a. and 6.b. (and the 
Illustrative Management Representation Letter in Appendix A, representation #1), we 
would propose that the phrase “(or other comprehensive basis of accounting)” be 
added for clarification.
• Regarding management’s representation in Paragraph 6.g. (and Appendix A, 
representations #5.a. and 5.b.), we would propose that the phrase “or potential fraud” 
be added. This is because management, using the language currently in the ED, may 
only consider an action to be fraud after a court of law makes the determination. But 
in an audit, the auditor would want to know about any other potential irregularities or 
questionable transactions that may have occurred. The proposed addition should 
better ensure that the auditor is properly notified.
• In the Illustrative Letter in Appendix A, representation #7 concerning related parties, 
we would propose a change here. Rather than a statement that proper disclosures 
have been made in the Financial Statements, we believe the representation should 
read: “There have been no related-party transactions...other than as noted.” The 
language, as it currently exists, gives management the option of not disclosing related- 
party transactions to the auditor simply because management does not believe 
disclosure is necessary in the Financial Statements. We believe that the auditor 
should be aware of the sum total of related-party transactions in order for the auditor 
to ascertain the necessity of Financial Statement disclosure.
July 30, 1997 
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• Finally, we have a concern about Paragraph 8 related to materiality and the additional 
paragraph in the Illustrative Letter in Appendix A on materiality. While we believe 
that guidance is appropriate to help the auditor reach an understanding with 
management on the limits o f materiality, we are concerned that the explicit paragraph 
added to the Illustrative Letter may affect management’s judgment in deciding if  an 
item or group of items merits disclosure. If the Board chooses to leave this paragraph 
in the Illustrative Letter in the final statement, we believe that a clarification should be 
added to the effect that, if  there are questions or doubts as to the materiality of an 
item, management should take a conservative approach by disclosing the item in the 
letter. In this way, auditors would better ensure that they are appropriately notified to 
make their own informed decisions. Although this practice should currently be a part 
of the understanding between management and auditors as a rule, we believe it should 
be explicitly stated in the Management Representation Letter if materiality is to be 
explicitly addressed.
Thank you very much for the opportunity to respond on this matter.
J. Terry Kostoff, CPA
Deputy Auditor General for Audits
LEGISLATIVE AUDIT DIVISION
Scott A. Seacat, Legislative Auditor
John W. Northey, Legal Counsel
Tori Hunthausen, IT & Operations Manager
Deputy Legislative Auditors: 
Jim Pellegrini, Performance Audit
James Gillett, Financial-Compliance Audit
July 23, 1997
Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308
AICPA
1211 Avenue of the Americas
New York NY 10036-8775
Dear Kim Gibson:
Thank you for the opportunity to comment on the Proposed Statement on Auditing 
Standards, “Management Representations” dated June 9, 1997. Members of our staff 
have reviewed the proposed standard and support it as written.
Again, thank you for allowing us to participate in due process.
Sincerely,
Wayne Kedish 
Audit Manager
WK/v/r7.1tr
Room 135, State Capitol Building PO Box 201705 Helena, MT 59620-1705 
Phone (406) 444-3122 FAX (406) 444-9784 E-Mail lad@mt.gov
F L O R ID A  IN S T IT U T E  O F  C E R T IF IE D  P U B L IC  A C C O U N T A N T S
325 W EST COLLEGE AVENUE •P .O . BOX 5437 •  TALLAHASSEE, FLORIDA 32314 
TELEPHO NE (904) 224-2727 •  FAX (904) 222-8190
August 1, 1997
Kim M. Gibson, Technical Manager
Audit and Attest Standards File 4308 
American Institute of Certified Public Accountants 
1211 Avenue o f the Americas
New York, New York 10036-8775
The Accounting Principles and Auditing Standards Committee of the Florida Institute of 
Certified Public Accountants (Committee) has reviewed and discussed the exposure draft of 
Proposed Statement on Auditing Standard-Management Representations as issued by the 
Auditing Standards Board. A summary o f our comments follows.
G eneral C om m ents
Generally, the Committee supports the proposed statement because it appears to clarify several 
issues that were previously implied or assumed to be understood.
Committee members were in general agreement that management representations are considered 
corroborative rather than direct evidential matter. The Exposure Draft does not appear to address 
the type of audit evidence that management representations would constitute under the 
evidentiary hierarchy. Therefore, the Committee believes the final standard should include a 
discussion of what type of audit evidence is contemplated with management representations.
Specific C om m ents
Paragraph 6 (b) - There was a lengthy discussion among Committee members regarding this 
point. The Committee was concerned that management may not possess the required level of 
expertise to represent that the financial statements are fairly presented in conformity with 
generally accepted accounting principles. It is the Committee’s suggestion that the wording 
should indicate management is relying on the advice of the auditor in making this type of 
representation.
Paragraph 9 - This paragraph should be expanded to address the dating of and any additional 
procedures related to management representations when an audit report is dual dated. It was 
unclear to the Committee whether a new management representation letter should be obtained 
and what should be covered by it.
We appreciate the opportunity to share our views and concerns related to this exposure draft. 
Members of the Committee are available to discuss any questions you may have about our 
response.
Very truly yours,
Audrey Wilson Lewis, CPA
Chairman, FICPA Committee on Accounting
Principles and Auditing Standards
Task Force which coordinated this response: 
Lynda Munion Dennis, CPA (407) 246-2294 
Stephen H. Durland, CPA (561) 822-9942
August 5, 1997
Kim Gibson, Technical Manager
Audit and Attest Standards, File 4308
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, NY 10036-8775
Dear Ms. Gibson:
I reviewed your for the proposed Statement of Auditing 
Standards on "Management Representations."  My comments 
are provided in the enclosure.
Judith Fuerstenberg, CPA 
7333 Eldorado Street 
McLean, VA 22102-2933
Enclosure
Enclosure Enclosure
AICPA DRAFT: PROPOSED STATEMNT
MANAGEMENT REPRESENTATIONS
ON AUDITING STANDARDS:
1. Paragraph 6. reads: "...Specific representations 
ordinarily relate to the following matters: ...Recognition, 
measurement, and disclosure...m. Unasserted claims or 
assessments that the entity's lawyer has advised are 
probable of assertion and must be disclosed in accordance 
with Financial Accounting Standards Board Statement No. 5, 
Accounting for Contingencies."
The proposed standard should be made clear as to whom "..the 
entity's lawyer..." refers. Does it refer to the entity's 
internal legal counsel, or does it refer to the entity's 
outside law firm? Many large entities have both internal 
and external legal counsel. The referenced footnotes for 
section 6.m. and n. refer the reader to SAS No. 12 and No. 
54, but they do not clarify or address the reality that most 
entities, corporate, nonprofit, or other, use both internal 
and external legal counsel. (In fairness, SAS No. 12 does 
refer to "lawyers" once, in AU 337.06.)
It is extremely important to differentiate between internal 
and external legal counsel as most of management's 
assertions concerning legal matters come from an entity's 
legal counsel. Omission of material external legal 
representations could flaw an audit opinion. External legal 
expertise may be utilized to address unique, large dollar 
amounts such as environmental or pension issues. However, 
the exposure draft and other AICPA sources generally do not 
address external legal representations.
2. Throughout the narrative, the exposure draft indicated 
that management representation letters are only required for 
financial statement audits. It would be helpful if the 
final issuance clearly stated that management -representation 
letters were not required for financial-related audits.
S t a t e  A u d i t o r  o f  M i s s o u r i
J e f f e r s o n  C i t y , M i s s o u r i  6 5 1 0 2
M a r g A R e t  K e l l y , C P A
S TA TE A U D IT O R August 6, 1997 P . O. BOX 8 6 9  ( 5 7 3 )  7 5 1 - 4 8 2 4  
FAX: ( 5 7 3 )  7 5 1 - 6 5 3 9  
e - m a il : mkelly@mail.state.mo.us
Ms. Kim M. Gibson
Technical Manager
Audit and Attest Standards, File 4308
American Institute of Certified
Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Ms. Gibson:
Enclosed are our comments on the proposed Statement on Auditing Standards titled 
Management Representations and an Amendment to Statement on Auditing Standards No. 58, 
Reports on Audited Financial Statements.
If  you have any questions regarding our comments, please contact Myrana Gibler, Audit 
Manager, o f my office at (573) 751-4213.
Sincerely,
Margaret KelLy, CPA 
State Auditor
MK/bas
Enclosures
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C O M M E N T S - PR O PO SE D  ST A T E M E N T  O N A U D IT IN G  ST A N D A R D S, 
M A N A G E M E N T  R E PR E SE N TA T IO N S A N D  A N  A M E N D M E N T  TO  
S T A T E M E N T  O N  A U D IT IN G  ST A N D A R D S NO. 58,
R E PO R T S O N  A U D IT E D  FIN A N C IA L ST A T E M E N T S
We appreciate the opportunity to comment on the proposed Statement on Auditing Standards
(SAS) titled Management Representations and an Amendment to Statement on Auditing Standards 
No. 58, Reports on Audited Financial Statements. The proposed SAS will supersede SAS No. 19 
(AICPA, Professional Standards, vol. 1, AU sec. 333) as well as one o f its Interpretations and also 
amend SAS No. 58 (AICPA, Professional Standards, vol. 1, AU sec. 508.71). We generally agree 
with the proposed changes summarized at the beginning o f the document. For example, we believe 
that paragraph 6 is an improvement over current AU sec. 333.04 because:
1. The representations have been reduced to those applicable to most entities. Accordingly, 
appendix B has been added to include several less commonly used representations that appear 
in AU sec. 333.04 as well as numerous other representations that may be appropriate for 
certain auditees.
2. The representations have been classified in four categories and updated to reflect recent 
auditing and accounting pronouncements.
Although we have no significant improvements to suggest, we have noted below several 
suggestions related to the consistency, clarity, and editorial quality o f the proposed SAS. 
PROPOSED STATEM ENT - paragraphs 1-15
paragraph 6 -
1. We believe that representation e. might be more appropriate for the category "Recognition, 
measurement, and disclosure" than "Completeness o f information."
2. We suggest that representation p. be changed to state, "Compliance with aspects of 
contractual agreements that would have a material effect on the financial statements in the 
event of noncompliance." Such phrasing would be consistent with related representation 10 
in appendix A as well as representation g. of paragraph 6.
paragraph 7 - Since the first two sentences are repetitive, we believe the second sentence would 
suffice with minor changes: "Based on the engagement circumstances, the auditor should obtain from 
management additional representations acknowledging issues specific to the entity's business or 
industry." I f  th e  first sentence is re ta ined , how ever, we suggest that it be revised because the phrase 
"that are unique to the entity's business or industry" could be construed to modify "financial 
statements" instead o f "representations." For example, "relating to the financial statements" might
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be deleted since this point seems obvious based upon the preceding paragraphs, or the sentence could 
be rewritten as follows: "The representation letter ordinarily should be tailored to cover 
representations that relate to the financial statements but are unique to the entity's business or 
industry."
paragraphs 10-11 - We suggest the order of these paragraphs be reversed. We believe the discussion 
would be more coherent if paragraph 9 regarding which members o f management should sign a 
representation letter was immediately followed by guidance on what to do when current management 
was not present during all periods covered by the auditor's report.
paragraph 15 - We question whether the phrase "made in accordance with generally accepted auditing 
standards" is necessary based upon paragraph 1, which refers to audits performed in accordance with 
those standards. The effective dates o f SASs are usually stated in this format: " . . .  effective for 
audits o f financial statements for periods ending on or after (or beginning on or after) [date]}."
A P PE N D IX  A  - ILL U ST R A TIV E M A N A G E M E N T  R E PR E SE N T A T IO N  L E TT ER
paragraph 6 -
1. We suggest that the date references at the beginning o f the letter and in the third paragraph 
be shown consistently-either [Date] or [Date o f  Auditor’s Report]. I f  the former alternative 
is chosen, a footnote might be added to refer the auditor to paragraph 9's guidance on dating 
the letter.
2. We question whether the insert phrase [other comprehensive basis o f  accounting] in the first 
paragraph is necessary based upon the addition o f footnote 3 on page 10. As an alternative, 
the phrase "generally accepted accounting principles" could be followed by a footnote 
referring to the guidance in footnote 3.
3. In representation 7.c. the italicized definitions o f significant estimates and concentrations 
appear to be primarily for the benefit o f management and not the auditor. Therefore, we 
suggest the Auditing Standards Board include the two terms in paragraph 4 o f appendix A, 
along with other examples of terms that may need to be explained to management, instead of 
showing the definitions within the representation in the same format used for instructions 
elsewhere in the letter.
In addition, we have enclosed a draft marked with several suggested editorial revisions.
ALBERT M. PENKSA, JR.
CONTROLLER
EBENSBURG, PA 15931 
August 5, 1997
KAREN PELLAS
DEPUTY CONTROLLER
GARY LUTTRELL, CPA
ACCOUNTING MANAGER
O ffice of the County Controller
Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308
AICPA
1211 Avenue of the Americas
Kim Gibson:
My short note to you concerns the exposure draft, "Management 
Representations" and how it might leave an issue unresolved in the 
government sector: should management confirm the representations of 
all financial statements.
Currently, the GASB requires state and local governments to present 
general purpose (i.e., combined, a.k.a., the GPFS), combining and 
when applicable, individual financial statements for external 
reporting purposes (GASB Cod. 2200.101).
However, the independent auditors of our CAFR opine only on the 
GPFS and consider the combining and individual statements as 
supplementary information. Our management letter refers only to 
the GPFS, and no mention is made of these "supplementary" but 
required statements.
The Government Auditing Standards (i.e.,"the yellow book") does not 
appear to clarify this issue, preferring instead to refer auditors 
to the AICPA standards (GAS, p.54). This brings us full circle.
Should not this proposed audit standard require management to 
confirm the representations contained in the combining and 
individual statements ("all statements") as well as the GPFS? 
Consequently, should not the auditors be required to opine on all 
financial statements presented, whether combined, combining and 
individual?
Gary S. L uttrell, CPA
Accounting Manager, Cambria County Controller's Office
cc: Albert M. Penksa, Jr., Cambria County Controller
Arkansas Society, of Certified Public Accountants
415 N o rth  M cKinley Street • Suite 970 • Little Rock, A rkansas 72205-3022
Officers
Michael E. Hagen 
President 
William C. Foster 
Past President 
Cleve J. McDonald, Jr.
President-Elect 
Robert “Kin” Campbell 
Vice President 
Keith M. Crass 
Vice President 
Barbara J. Widner 
Vice President 
Joseph F. Koenig 
Secretary 
Shirley J. Miles 
Treasurer
August 5, 1997
Directors
Gene Cogbill 
Dwight H. Estes 
Michael C. Eldredge 
Richard L. Schwartz 
Warren K. Thompson 
Cynthia R. VanVeckhoven
Barbara S. Angel 
Executive Director
Kim M. Gibson, Technical Manager
Audit and Attest Standards
File 4308
American Institute of CPAs
1211 Avenue of the Americas
New York, NEw York 10036-8775
Dear Kim:
In response to the proposed SAS entitled "Management 
Representation," the Arkansas Society of CPAS has the 
following minor editorial suggestion:
On page 6, numbered item 1, add at the end of the item in 
parentheses and italicized the words "other comprehensive 
basis of accounting." This addition would be consistent with 
the first paragraph of the illustrative letter and may prevent 
errors.
Sincerely,
Barbara S . Angel 
Executive Director
Phone (501) 664-8739 • (800) 482-8739 in Arkansas • Fax (501) 664-8320 
www.arcpa.org
Deloitte & 
Touche llp
Ten Westport Road Telephone: (203) 761 -3000
P.O. Box 820 ITT Telex 66262
Wilton, Connecticut 06897-0820 Facsimile: (203) 834-2200
August 14, 1997
Ms. Kim M. Gibson
Technical Manager
Audit and Attest Standards
American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
Re: File 4308
Dear Ms. Gibson:
We are pleased to comment on the Proposed Statement on Auditing Standards, Management 
Representations, and an amendment to Statement on Auditing Standards No. 58, Reports on 
Audited Financial Statements.
We support issuance of the proposed Statement and believe that management should make an 
affirmative representation that the financial statements are fairly presented in conformity with 
generally accepted accounting principles. However, we recommend that whenever the 
proposed standard refers to “to the best of management’s knowledge and belief’ that it refer to 
“to the best o f management’s knowledge and belief after due inquiry.” We believe this 
would clearly state management’s obligation to make inquiries of others regarding matters 
covered by the representation letter about which they personally do not have knowledge, but 
know who does have that knowledge, and for which management is taking responsibility. 
Accordingly, we have proposed, in our accompanying comments, including such phrase 
throughout the document.
Additionally, we believe that the proposed Statement should explicitly state that the auditor is 
precluded from issuing a report when management refuses to provide a written representation 
letter. Without such an explicit statement, we believe that auditors may believe that 
modification of the auditor’s report as discussed in paragraph 13 may be sufficient. As the 
financial statements are the responsibility of management, management should not issue 
financial statements for which they cannot provide written representations as to the fairness of 
the presentation. Accordingly, if  management refuses to provide written representations 
acknowledging their responsibility and affirmatively stating the fairness of the financial 
presentation, the auditor should not be issuing a report, as to do so may cause the auditor to 
assume responsibility for the financial statements. We do not believe that the requirement in
DeloitteTouche
Tohmatsu
International
August 14, 1997
Ms. Kim M. Gibson
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paragraph 1 to obtain written representations from management is sufficiently clear to address 
the situation in which management refuses to provide any written representations.
We also support the requirement to obtain an updated management representation letter when 
a predecessor auditor is requested to reissue his or her auditor’s report on the financial 
statements of a prior period. However, we are concerned that the representation letter only 
updates subsequent events and does not cover any subsequent discovery by management 
concerning prior representations. Similarly, we believe that the amendment to SAS No. 58 
should incorporate such concept of management updating the prior representations for 
subsequent discovery or knowledge coming to their attention with respect to representations 
previously made.
The attachment to this letter contains editorial and other comments for your consideration. 
Please contact John Fogarty at (203) 761-3227 if you wish to discuss our comments.
Sincerely,
August 14, 1997
Ms. Kim M. Gibson
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OTHER COMMENTS
Paragraph 8
The proposed standard discusses materiality in terms of limits or levels; however, we believe 
materiality should be discussed in terms of a threshold because it is only matters that exceed a 
certain amount that would be reported. Accordingly we propose that paragraph 8 be rewritten 
as follows:
Management’s representations may be limited to matters that are considered either 
individually or collectively material to the financial statements, provided management and 
the auditors have reached an understanding on a the lim its o f  materiality threshold  for this 
purpose. This materiality threshold lev el may be stated explicitly in the representation 
letter, in either qualitative or quantitative terms. Such lim itations  m ateriality threshold  
would not apply to those representations o f m anagem ent that are not directly related to 
amounts included in the financial statements, for example, items (a), (c), and (d) above. In 
addition, because of the possible effects o f fraud on other aspects of the audit, a materiality 
lim it threshold  would not apply to item (g) above with respect to management or those 
employees who have significant roles in internal control.
Additionally, it is unclear how materiality would be stated in qualitative terms in the 
representation letter. Accordingly, we recommend that an example be provided.
Paragraph 11
We believe that paragraph 11 is too vague. In reissuing financial statements, new management 
assumes responsibility for the fair presentation of such statements and, therefore, must make 
adequate inquiries and obtain sufficient knowledge to properly assume such responsibility. 
Accordingly, we recommend that paragraph 11 be expanded to articulate what current 
management might do to put themselves in a position to provide the representations when 
current management was not present during the periods covered. We believe that inclusion of 
such discussion would provide the auditor with guidance to deal with the situation when it 
arises.
We also recommend that paragraph 11 or 12 be expanded to provide guidance as to whether an 
auditor should also obtain written representations from the prior management when the auditor 
is issuing or reissuing a report in a buy-sell situation in which the buyer is now in control of 
either the entity or the carved-out operations upon whose financial statements the auditor is 
being requested to issue or reissue the report. For example, the auditor may have been 
engaged to audit the closing balance sheet of an entity in a transfer of ownership interests. 
Paragraph 11 would require that the auditor obtain written representations from the buyer
August 14, 1997
Ms. Kim M. Gibson
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(current management); however, as the seller controlled the entity up until the balance sheet 
date, shouldn’t the auditor also obtain written representations from the seller? Another 
common buy-sell scenario is to audit the financial statements of a component (i.e., a complete 
presentation) when only certain assets and liabilities are transferred. In the public company 
arena, the auditor’s report may need to be reissued in subsequent years. Under the proposed 
standard, it would be unclear whether the buyer of certain assets and liabilities or the seller, 
who still retains control of the component minus the assets sold and liabilities transferred, is 
the current management. We believe that auditors would find expanded guidance in this area 
to be very useful.
EDITORIAL COMMENTS
Paragraph 2
To be consistent with the third standard of field work, we recommend that the end of the 
second sentence of paragraph 2 be revised to read as follows:
“but they are not a substitute for the application of those auditing procedures necessary to 
afford a reasonable basis for an the-opinion regarding on the financial statements under  
audit.”
Footnote 1 to paragraph 2 refers to Appendix B in SAS No. 82; however, we believe that the 
reference should be to the amended SAS No. 1 (AU sec. 230.09).
Paragraph 3
We recommend that the last part of the third sentence of paragraph 3 be revised to read, “the 
auditor ordinarily should obtain a written representation . . . ”; otherwise the phrase “he or 
she” may be inferred to relate back to the related parties that were previously referred to.
The last sentence of paragraph 3 states, “the auditor obtains a written representation to provide 
evidence of management’s intent.” As the auditor does not provide evidence, we believe the 
phrase “to provide” should be replaced by “that provides” or “to obtain.” Accordingly, we 
recommend that such sentence be revised to read, “the auditor should obtains a written 
representation that provides to provide evidence of management’s intent.”
August 14, 1997
Ms. Kim M. Gibson
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Paragraph 5
As the written representation letter is obtained prior to the issuance o f the report, we believe 
the last part of the second sentence should be revised to read as follows: “should address all 
periods to be reported on by the auditor.”
Paragraph 6
We recommend that item b of paragraph 6 be revised to read, “management’s belief after due  
inquiry that the financial statements are fairly presented . . . , ” and that item e be revised to 
read “A ll communications from regulatory agencies . . . ” to be consistent with items c and d.
Consider revising footnote 3 to paragraph 6 to read as follows: “references in this Statement 
to financial statements presented in conformity with generally accepted accounting principles 
are intended also to include those presentations.”
Footnotes 4-8
Footnotes 4 through 8 are inconsistent in their references to the professional standards. Some 
footnotes cite specific paragraphs within sections, while others merely refer to the section. We 
recommend that appropriate paragraph references be added; for example, when referring to 
Auditing Interpretation No. 6, the reference should be to AU sec. 9337.15-. 17.
Paragraph 7
We recommend the first sentence of paragraph 7 read as follows, “the representation letter 
ordinarily should be tailored to cover  include representations relating to those aspects o f  the 
financial statements. . . . ”
It seems inconsistent to introduce the examples of additional representations included in 
Appendix B as part of paragraph 7, while the illustrative representation letter in Appendix A is 
only introduced in a footnote (footnote 2). Consider placing the reference to Appendix B in 
footnote 9 or moving the reference to Appendix A in footnote 2 to the text of paragraph 5. If 
the references to the appendices are included in the text of the paragraphs rather than the 
footnotes, then the reference to Appendix C in footnote 10 should be moved to the text of 
paragraph 10.
Paragraph 9
We recommend that the end of the second sentence of paragraph 9 be revised to read, “the 
representation should be made as o f a date no earlier than the date o f the auditor’s report.”
August 14, 1997
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Paragraph 10
We recommend that the following revisions be made to clarify the second sentence o f 
paragraph 10:
For example, if  a predecessor auditor is requested by a former client to reissue his or her 
report on the financial statements for of a prior period, the predecessor auditor should 
obtain a letter o f  representations letter from the management of the former client stating 
whether any events have occurred subsequent to the balance sheet date of the latest prior- 
period financial statements reported on by the predecessor auditor that would require 
adjustment to or disclosure in the such financial statements reported on by the p redecessor 
auditor.
The phrase “representation letters” appears to be the predominant phrase used in the AICPA 
Professional Standards based on its listing in the topical index.
Paragraph 12
We recommend that references to “directors” in paragraph 12 be to “the board of directors.” 
Additionally, the term “independent” in the third sentence o f paragraph 12 is unnecessary as it 
has not been used in other paragraphs throughout the proposed standard.
APPENDICES
A p pendix  A
As previously discussed, we believe that the second sentence of paragraph 2 of Appendix A 
should be revised to read, “to the best of our knowledge and belief after due in q u ir y ,. .  .”
Additionally, the phrase, “after due inquiry” should be added to the example letter in 
paragraph 6 in both the introduction to the numbered items and the closing paragraph.
The first and third paragraphs of the illustrative management representation letter refer to “the 
audit” (singular), although the remainder of the text refers to dates and periods (plural). We 
recommend that the phrase “your audit” be replaced with “your audit(s).”
Consistent with our recommendations to discuss materiality in terms of a threshold in 
paragraph 8, we recommend that paragraph 5 of Appendix A be revised accordingly.
August 14, 1997
Ms. Kim M. Gibson
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Paragraph 5 o f Appendix A states that the example assumes that management and the auditor 
have reached an understanding o f the limits of materiality for purposes of the written 
representation; however, it does not discuss how such understanding might be documented, 
and whether it should be documented in the representation letter.
It is unclear whether the parenthetical, italicized text at the end of representation 7c is to be 
included in the example letter or whether that is definitional for the auditor. We recommend 
that if  it is definitional for the auditor, that it be included as a footnote to such paragraph. 
Additionally, the first sentence should read, “Significant estimates are estimates at the balance 
sheet date that could change materially within the next year.”
A ppendix B
General Conditions
We recommend that the illustrative example for going concern matters (the last representation 
on page 18) be revised to read as follows:
Note [X] to the financial statements discloses all of the m atters of which we are aware that 
are relevant to the entity’s ability to continue as a going concern, includ ing sign ificant 
conditions and events, and m anagem ent’s plans.
Assets
Consider revising the second condition under “Financial Instruments” to read as follows: 
“Management considers the decline in value of debt or equity securities to be temporary.”
We believe that Appendix B should include a discussion of consideration of materiality with 
respect to certain representations concerning assets (e.g., receivables, inventories, deferred tax 
assets).
Liabilities
Estimates are based on available information; estimates do not actually present available 
information. Accordingly, we recommend that the representation for contingencies be 
reworded. For example:
Provision has been made for any material losses probable from environmental remediation 
liabilities associated with [name o f  site]. We believe that such estim ate is reasonable  
based on available information and that the liabilities and related loss contingencies  
have been adequately described in the entity’s financial statements.
August 14, 1997
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For several of the conditions under “Pension and Postretirement Benefits” there are several 
possible alternatives; however, an example representation is provided for only one of the 
alternatives. For example, Appendix B provides an example representation for the condition 
“There is involvement with a multi-employer plan” when management is unable to determine 
the possibility of a withdrawal liability, but it does not provide an example if  management is 
able to determine the possibility of such a withdrawal. What would the representation be if 
postretirement benefits have been eliminated and management does intend to compensate for 
the elimination of postretirement benefits by granting an increase in pension benefits? We 
believe that two examples also should be provided for the situation concerning plan 
amendments. For example, a representation such as the following should be included: “The 
entity does not plan to make frequent amendments to its pension or other retirement benefit 
plans.” Additionally, the parenthetical “or not” should be removed from the example in 
Appendix B because the last part o f such representation, “which may affect the amortization 
period o f prior service cost,” would not be applicable when the entity does not make frequent 
amendments.
Income Statement
We believe that guidance should be provided as to the income statement conditions and 
considering what constitutes “there may be a loss” for the two conditions. Are these 
representations triggered merely because an entity has sales commitments or purchase 
commitments?
Appendix C
As previously stated, we are concerned that the representation letter only updates subsequent 
events and does not cover any subsequent discovery by management concerning prior 
representations. Accordingly, we recommend that the following representation be included at 
the end o f the first paragraph of such letter: “No matters have since come to our attention that 
would cause us to believe that any of those representations are no longer true.”
We also recommend that management state that “we have previously provided a letter of 
representation dated [date o f  previous representation letter],” rather than “you were previously 
provided,” which is unclear as to who provided such letter.
Consistent with our recommendation to revise “to the best of our knowledge and belief’ to 
include the phrase “after due inquiry,” the example in paragraph 3 of Appendix C should be 
revised accordingly.
Division for CPA Firms
AICPA
August 15, 1997
Ms. Kim Gibson, Technical Manager
Auditing Standards
American Institute o f CPAs
1211 Avenue o f the Americas
New York, NY 10036
Re: E xposure Draft: Proposed Statem ent on A uditing Standards, “M anagem ent
R epresentations”
Dear Ms. Gibson:
One of the objectives that the Council o f the American Institute of CPAs established for the Private 
Companies Practice Executive Committee is to act as an advocate for all local and regional firms and 
represent those firms’ interests on professional issues, primarily through the Technical Issues 
Committee (“TIC”). This communication is in accordance with that objective.
TIC has reviewed the above referenced exposure draft and is providing the following comments and 
suggestions for your consideration.
C lients w ith  Lim ited Expertise in G enerally A ccepted A ccounting Principles
The members of TIC discussed paragraph 6b, which refers to management’s belief that the financial 
statements are fairly presented in conformity with Generally Accepted Accounting Principles 
(GAAP). They discussed the fact that small private company clients and small not-for-profit 
organizations, that employ no accounting staff and have limited knowledge o f GAAP, rely on the 
practitioner to assist them in ensuring the financial statements are presented in accordance with 
GAAP. These clients are often reluctant to make such a representation regarding GAAP without an 
acknowledgment o f this reliance. The members of TIC discussed the possibility o f including in the 
proposed standard, perhaps in a footnote or appendix, an option that allows a modification o f the 
language in the management representation letter. The revised wording is suggested in the AICPA 
Auditing Procedure Study, Audits o f  Small Businesses, (copy attached) and is as follows:
“I am responsible for the fair presentation in the financial statements o f financial 
position, results o f operations, and changes in financial position in conformity with 
generally accepted accounting principles. Because of my limited expertise with 
generally accepted accounting principles, including financial statement disclosure, I 
have engaged you to advise me in fulfilling that responsibility.”
American Institute of Certified Public Accountants
Harborside Financial Center, 201 Plaza Three, Jersey City, NJ 07311-3881 (201) 938-3005 • (212) 318-0500 • fax (201) 938-3404
The CPA  Never Underestimate The Value
Some of the members o f TIC believe this language would more accurately represent the realities of 
the small client/practitioner relationship and be valuable in making a small private company and small 
not-for profit clients feel more comfortable signing the management representation letter. These 
members o f TIC believe including the option to modify the management representation letter with 
this language in the proposed standard, or in a footnote or appendix to the proposed standard, would 
support the position o f a practitioner who chose to include this language in the management 
representation letter.
Other members o f TIC believe this language may weaken the very  important concept that the financial 
statements are the responsibility o f management. They also believe such language may weaken the 
practitioner’s position in a court o f law. Some members o f TIC also expressed concern that, if made 
available in the proposed standard, the inclusion o f this language may be demanded by some clients 
who were attempting to strengthen their position in a potential future lawsuit.
Given this language is currently being used by some practitioners, the members of TIC would like 
guidance as to whether it is appropriate. If  it is appropriate for the practitioner to use this language 
in some situations, the members o f TIC suggest this option be communicated to the practitioner. 
Possible places to make this communication include this proposed standard, examples of management 
representation letters in the AICPA Audit and Accounting Manual, Auditing Procedure Studies, 
Technical Practice Aids or other nonauthoritative publications. I f  it is not appropriate for the 
practitioner to use this language, the proposed standard should so state.
D ual-D ating Situations
The members o f TIC would like to see this proposed standard include guidance for dual-dating 
situations. For example, if, at the balance sheet date, a client had a loss contingency which was 
resolved after the completion o f field work, but before the issuance o f the auditor’s report, and the 
auditor chooses to date his or her report in accordance with AU §530.05, should the auditor request 
a new management representation letter dated as o f the date o f the resolution o f the contingency? 
Should the auditor request a “dual-dated” management representation letter? How should a “dual- 
dated” management representation letter be structured? For example, should the management 
representation letter be dated at the date o f the audit report except for Paragraph X which is dated 
as o f the dual date on the auditor report? Should the auditor request an additional management 
representation letter, supplementing the first, which covers only the loss contingency? The members 
o f TIC believe this proposed standard is where the practitioner will look for guidance on 
management representation letters in dual-dating situations.
U ser Friendly Language
Paragraph 7c refers to SOP 94-6, and paragraphs 8b-c refer to SFAS No. 5. The members of TIC 
believe some clients may not be familiar with these technical references. They suggest alternative 
w ording  describing th e  co n cep ts  o f these accounting pronouncements, without referring to them by 
number. Suggestions are as follows:
2
¶7c. All significant estimates which existed at the balance sheet date, and which 
could change materially within the next year.
¶7d. All concentrations o f volumes o f business, revenues, available sources o f 
supply, or markets for which events could occur which would significantly disrupt 
normal finances within the next year.
¶8b. Unasserted claims or assessments that our lawyer has advised us are probable 
o f assertion.
¶8c. Information available that indicates it is probable an asset has been impaired 
or a liability has been incurred.
O ther C om m ents
The members of TIC suggest that paragraph 6 of the statement include a suggestion for management 
representations concerning asset impairments.
The members o f TIC would like to compliment the ASB on the examples included in appendix B. 
They believe these examples give very helpful guidance to the practitioner, while at the same time, 
emphasizing the need to tailor management representation letters to the engagement. Some o f the 
Illustrative Examples in appendix B begin with, “The entity believes...” As these are the 
representations o f management, the members of TIC suggest changing that language to, 
“Management believes...” or “We believe...”
The members of TIC believe the second paragraph of the example letter, in Appendix A, discussing 
materiality was very good. They believe it will start valuable conversations between clients and 
auditors.
We appreciate the opportunity to present these comments on behalf o f the Private Companies 
Practice Section. We would be pleased to discuss our comments with you at your convenience. 
Sincerely,
James A. Koepke, Chair
PCPS Technical Issues Committee
JAK.ses
cc: PCP Executive and PCPS Technical Issues Committees
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Illustrative Representation Letter Exhibit 9.2
(Date o f Auditor’s Report)
(To Independent Auditor)
In connection with your examination of the (financial statements) of (name of 
client), as of December 31,19X1 and for the year then ended, for the purpose 
of expressing an opinion as to whether the financial statements present fairly 
the financial position, results of operations, and changes in financial position 
of (name of client) in conformity with generally accepted accounting principles 
(other comprehensive basis of accounting), I confirm, to the best of my 
knowledge and belief, the following representations made to you during your 
examination.
1. I am responsible for the fair presentation in the financial statements 
of financial position, results of operations, and changes in financial 
position in conformity with generally accepted accounting principles. 
Because of my limited expertise with generally accepted accounting 
principles, including financial statement disclosure, I have engaged 
you to advise me in fulfilling that responsibility.
2. I have made available to you, to the extent requested by you, all 
financial records and related data. I have not knowingly withheld from 
you any other financial records or related data that in my judgment 
would be relevant to the purposes of your examination.
3. There have been—
a. No irregularities (intentional distortions of financial statements or 
misappropriations of assets) involving management or employees 
who have significant roles in the system of internal accounting 
control.
b. No irregularities involving other employees that could have a 
material effect on the financial statements.
c. No communications from regulatory agencies concerning noncom­
pliance with, or deficiencies in, financial reporting practices that 
could have a material effect on the financial statements.
4. I have no plans or intentions that may materially affect the carrying 
value or classification of assets or liabilities in the financial statements.
5. The following have been properly recorded or disclosed in the 
financial statements:
a. Related party transactions and related amounts receivable or pay­
able, including sales, purchases, loans, transfers, leasing arrange­
ments, and guarantees.
b. Capital stock repurchase options or agreements or capital stock 
reserved for options, warrants, conversions, or other requirements.
c. Arrangements with financial institutions involving compensating 
balances or other arrangements involving restrictions on cash 
balances and line-of-credit or similar arrangements.
d. Agreements to repurchase assets previously sold.
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Illustrative Representation Letter Exhibit 9-2
(continued)
6. There are—
a. No violations or possible violations of laws or regulations that have 
come to my attention whose effects are regarded as significant 
enough so that they should be considered for disclosure in the 
financial statements or as a basis for recording a loss contingency.
b. No other material liabilities or gain or loss contingencies that are 
required to be accrued or disclosed by Statement of Financial 
Accounting Standards No. 5.
7. There are no asserted claims or assessments that our lawyer has 
advised me are probable of assertion and must be disclosed in 
accordance with Statement of Financial Accounting Standards No. 5.
8. There are no material transactions that have not been properly recorded 
in the accounting records underlying the financial statements and 
there are no undisclosed assets or liabilities.
9. Provision, when material, has been made to reduce excess or obsolete 
inventories to their estimated net realizable value.
10. The company has satisfactory title to all owned assets, and there are 
no liens or encumbrances on such assets, nor has any asset been 
pledged (except as disclosed in the financial statements).
11. Provision has been made for any material loss to be sustained in the 
fulfillment of, or inability to fulfill, any sales commitments.
12. Provision has been made for any material loss to be sustained as a 
result of purchase commitments for inventory quantities in excess of 
normal requirements or at prices in excess of the prevailing market 
prices.
13. I have complied with all aspects of contractual agreements that would 
have a material effect on the financial statements in the event of 
noncompliance.
14. No events have occurred subsequent to the balance sheet data that 
would require adjustment to, or disclosure in, the financial statements.
15. I am in agreement with the adjusting journal entries you have 
recommended and they have been posted to the company’s accounts.
(Name o f Client) 
(Office and Title)
THE OHIO SOCIETY
OF CERTIFIED
PUBLIC
ACCOUNTANTS
535 Metro Place South 
Sox 1810
Dublin. Ohio 43017-7810 
614/764 2727
August 14,1997
Ms. Kim M. Gibson
Technical Manager, Audit and Attest Standards
File 4308
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Dear Ms. Gibson:
We are pleased to comment on the proposed Statement on Auditing Standards 
(SAS) entitled “Management Representations”, We support the issuance o f the 
exposure draft as a final statement. All changes to related guidance currently in 
practice are acceptable, and positively enhance our overall guidance regarding 
management representation letters (“letter”).
Strengths of the proposed SAS are (1) it is easy to read and follow, and (2) points 
regarding fraud , m ateriality, tailoring the le tte r to representations specific to 
the business or industry, and explanation of significant estimates and 
concentrations are positive additions.
The proposed SAS does raise questions you may want to consider when preparing 
any follow-up documents/interpretations that will assist in its implementation.
The questions are detailed below:
1. Page 10 #5, "Written representations from  management should be
obtained fo r  all financial statements and periods covered by the auditor's 
report."
One current practice is for the letter to address the current year in the first 
paragraph, and then at the end of the letter to reaffirm that there were no 
changes to the prior year. Under the proposed SAS, would this practice 
still be acceptable?
2. Page 10, #6d, “Completeness and availability o f  all minutes o f  meetings 
o f stockholders, directors, and committees o f directors. ”
Using the above representation as an example, what do we do if the client 
has not exactly performed what the representation is stating? Assume the 
client does not have any minutes. Is it sufficient to simply change #6d to 
read, “There are no minutes”?
3. Page 11, #9, “.,,the representations should be made as o f  a date no 
earlier than the auditor’s report. ”
We are interpreting this to mean we can have the letter signed the same 
day we deliver the report. Is this interpretation correct? This practice will 
avoid obtaining an updated management representation letter if  there is a 
large time period between the date we completed the field work and the 
date the report was issued.
We appreciate the opportunity to comment on the Exposure Draft. Please do not 
hesitate to contact me at (513)621-8300 if  you have any questions, or would like 
to discuss any o f our comments further.
Sincerely,
William G. Wessendarp, CPA, Chair 
OSCPA Accounting and Auditing Committee
Coopers
&Lybrand
Coopers & Lybrand L.L.P, 101 Hudson Street
A professional services firm
Jersey City, NJ 07302
telephone (201) 521*3004 
facsimile (201)521-3020
August 15, 1997
Ms. Kim M. Gibson
Technical Manager, Audit and Attest Standards
File 4308
American Institute o f Certified Public Accountants
1211 Avenue o f the Americas
New York, NY  10036-8775
Dear Ms. Gibson:
We support the issuance o f the proposed Statement on Auditing Standards, Management 
Representations.
Within the context of overall support, we have the following suggestions for improvement in the 
Statement. Except for the first two comments below, none of these should be considered major 
comments, and all are offered in the interest o f enhancing the clarity of the document.
Major Comments
We believe that the requirements for obtaining specific written representations should be 
strengthened. We believe it will be very difficult for an auditor to defend not getting the 
representations described in paragraph 6, and the statement should not lead the auditor to 
conclude that they are not necessary in all cases. In particular, we believe the word "ordinarily" 
should be deleted from the third sentence of paragraph 3 and from the second sentence of 
paragraph  6. In the latter case, "ordinarily" should be replaced by "should."
We do not believe that paragraph 13 goes far enough. Management's refusal to furnish written 
representations should lead to a disclaimer. We should not leave open the possibility of a 
qualified opinion.
Additional Comments
We recommend that paragraph 6(g) be expanded to refer to "fraud or possible fraud ', to resolve 
the potential inconsistency between (g) on fraud and (1) on violations or possible violations of 
laws or regulations.
We suggest adding a reference in footnote 8 (to paragraph 6) to AU 634.45, footnote 29.
The first two sentences of paragraph 7 could be read as being somewhat contradictory. The first 
sentence indicates that the representation letter "ordinarily" would need to be tailored, while the 
second sentence contains an imperative to obtain additional representations based on the 
Coopers & Lybrand L.L.P. Is a member of Coopers A Lybrand International, a limited liability association Incorporated In Switzerland,
circumstances o f the engagement. We believe that it is not the intention o f the Board to require 
tailoring, but rather to strongly encourage it. Therefore, we suggest that the second sentence be 
modified to read, "Accordingly, to the extent appropriate based on the circumstances of the 
engagement, the..."
Item (e) from paragraph 6 should be added to the list o f representations that are not directly 
related to amounts included in the financial statements in paragraph 8,
The wording in paragraph  10 is slightly inconsistent with the related guidance included in AU 
sec. 508.71, included in the Proposed Amendment to SAS No. 58. We suggest that the second 
sentence be revised to more closely track 508.71 as follows, "...is requested by a former client to 
reissue (or consent to the reuse of) his or her report...latest prior-period financial statements 
reported on by the predecessor auditor that would require adjustment to or disclosure in tho s e  
financial statements-reported on by the-prodecessor auditor"  Similarly, paragraph 1 of Appendix 
C should reflect the "consent to the reuse o f" language.
We recommend the first sentence in paragraph 11 be directly linked to paragraph 13, with the 
addition o f  a new second sentence in paragraph 11, "If current management refuses to furnish  
such written representations, refer to paragraph 13. ”
In the example letter in Appendix A, we suggest adding a footnote after "financial statements" in 
both the last sentence in the opening paragraph and in item 1. to the effect, "References may be 
added, i f  applicable, to cover schedules included with or supplementary information 
accompanying the basic financial statements."
The Board should consider adding illustrative examples in Appendix B for representations from 
management on the assumptions used in cash flow projections under FASB Statement No. 121 on 
impairments, any FASB Statement No. 125 transactions that may be present, and the accounting 
for and disclosures under FASB Statement No. 131 on segments. We have other editorial 
suggestions relating to the specific conditions or illustrative examples in Appendix B, which we 
will supply directly to the Task Force considering the comments on the Exposure Draft.
The title o f Appendix C should be enhanced to read, "Illustrative Updating Management 
Representation Letter — Report Reissuance By Predecessor Auditor."
Please contact James S. Gerson at (201) 521-3004 if you have any questions.
Very truly yours,
Coopers & Lybrand L.L.P. is a member of Coopers a  Lybrand International, a limited liability association incorporated In Switzerland.
A rthur
A ndersen
Arthur Andersen LLP
33 West Monroe Street 
Chicago IL 60603-5385
August 15,1997
Kim M. Gibson, Technical Manager,
Audit and Attest Standards,
American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, New York 10036-8775
RE: File 4308, Exposure Draft of Proposed Statement on Auditing Standards, "Management 
Representations."
Dear Ms. Gibson:
The following are our comments on the proposed Statement on Auditing Standards titled, 
"Management Representations," and the related amendment to SAS 58.
We generally concur with the proposed standard and amendment, and in particular, the new or 
clarified requirements that (a) the auditor obtain written representations for all financial 
statements and periods covered by the auditor's report, (b) management state their belief that 
the financial statements are fairly presented in conformity with generally accepted accounting 
principles and (c) an updated representation letter be obtained from management when a 
predecessor auditor is requested by a former client to re-issue the auditor's report.
We do however have the following recommendations for the Board's consideration:
• Footnote 1-It would seem more appropriate to reference footnote J  to the second sentence in 
paragraph 3, rather than the last sentence in paragraph 2.
• Paragraph 4-An example of a situation in which other audit evidence contradicts a 
representation by management would be helpful.
• Paragraph 6-Since all of the representations listed should be obtained in every audit, the 
second sentence should read, "However, the following matters should be included in the 
written representations obtained from management:"
• Paragraph 6-Item g and the related paragraph in Appendix A do not adequately cover 
management's responses to the auditor's inquiry regarding fraud as called for by SAS 82.
A rthur
A ndersen
Kim Gibson, Technical Manager, 
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That is, the representations should confirm "management's understanding regarding the 
risk of fraud in the entity" (emphasis added) as well as their representation concerning their 
knowledge of any actual fraud. We believe that the inquiries called for by SAS 82 are 
extremely important and it is critical that the written representations accurately and 
completely reflect management's responses to those inquiries. In that regard, a footnote 
reference to SAS 82 should be added to the final SAS for this representation.
• Paragraph 10-We agree with the new requirement for a predecessor auditor to obtain a 
letter of representation of management of a former client in response to a request to re-issue 
the audit report. However, paragraph 508.71 is unclear as to whether this requirement 
applies only when the successor has completed an audit of a subsequent period or in all 
cases (we believe the requirement should apply in all cases). In addition, there is no similar 
requirement for the current auditor to obtain a similar letter of representations (see 
paragraph AU 530.06). Consideration should be given to amending AU 530 along similar 
lines.
Separately, paragraph 508.71 fails to address the predecessor auditor's responsibility when 
the successor auditor has not completed an audit of a subsequent period. We recommend 
that the board clarify the responsibilities of both the predecessor auditor and the successor 
auditor in these circumstances. For example, should the predecessor auditor request, and 
the successor auditor provide, a letter of representations based on a review of the interim 
financial statements of a subsequent period? If the successor auditor had not performed a 
review, would the predecessor auditor's procedures be limited merely to a reading of the 
current period financial statements and a representation letter from management?
• Paragraph 12-We agree with the suggestion that when the auditor audits a subsidiary, 
representations from management of the parent company concerning matters that may 
affect the subsidiary would be appropriate. We believe that suggestion should apply 
whether or not the auditor also audits the parent company. For example, obtaining 
representation from the parent company concerning their intention to provide continuing 
financial support to tire subsidiary would be relevant irrespective of who audits the 
financial statements of the parent.
• Paragraph 13-Since the prior discussion acknowledges that the auditor may want to obtain 
written representations from other individuals, paragraph 13 should read "if the auditor is 
unable to obtain representations concerning the matters set forth in paragraph 6 and any 
additional representations considered necessary in the circumstances, there is a limitation 
on the scope of the audit sufficient to preclude on qualified opinion."
A rthur
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Kim Gibson, Technical Manager, 
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• Paragraph 15-As a matter of clarification, this paragraph should read, "This statement is 
effective for audits made in accordance with generally accepted auditing standards of 
financial statements for periods ending on or after June 30,1998. Earlier application.. .is 
permissible."
• Appendix B-Additional representations that might be added include:
(a) The representation called for in SAS 51, Reporting on Financial Statements Prepared For 
Use in Other Countries."
(b) The absence of "side agreements" in those situations in which such a risk exists.
(c) Notwithstanding SAS 50, the absence of consultation with other accountants (see paragraph 
12 of SAS 61).
(d) The completeness of management's identification of those laws or regulations that have a 
direct and material effect on the determination of amounts in the entity's financial 
statements (paragraph 801.07).
(e) Management's assessment of its' "Year 2000 problem."
• Appendix B-The second sentence in the representation concerning the work of a specialist is 
too general. We suggest that it read, "we did not give nor cause any instructions to be given 
to specialists with respect to the values or amounts derived in an attempt to bias their work, 
and we are not otherwise aware of any matters that impact the independence or objectivity 
of the specialists."
We would be pleased to discuss our comments and suggestions at your convenience.
Very truly yours,
Arthur Andersen LLP
VMV
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Response of Greater Washington Society of CPAs
August 14, 1 997
Kim M. Gibson
AICPA
via Internet
re: file 4308
The Auditing Standards Committee of the Greater Washington Society of CPAs 
reviewed the exposure draft of the proposed SAS on "Management 
Representations."
We support issuing this document. However, we suggest that the document can 
be improved by considering the following suggestions:
Write the letter and all the examples in a tone and with words easily understood 
by a business executive who is not versed in accounting. The purpose of the 
letter is to communicate; this happens only when the vocabulary is understood.
For example, don't use phrases like "provision has been made to reduce excess 
inventory..."
Include a definitions section as an attachment for the standard letter. Write the 
definitions as simply as possible. Don't make the auditor search for the definitions 
elsewhere (very few auditors include definitions in the representation letter 
because they don't have time to search for them; as a result, communication is 
poor).
Revise item 2 of Appendix A to prohibit responses to the representation letter 
that are in the form "except as stated in note x..." Very often, note x has not 
been drafted when the representation letter is signed; or note x will change 
through the drafting process; or the notes will be renumbered. The actual 
representation from the note should be included in the representation letter (this is 
easy with word processing). If this is not done, the note should be attached to 
the letter. If significant changes are made to the note, an updated letter should be 
required.
Include more examples in Appendix B -- for example, warranties, post retirement 
benefits, post employment benefits.
The definition of materiality in the illustrative letter and the basic guidance on 
materiality should be reconsidered. The definition might lead clients to not 
disclose items that are individually slightly less than materiality but in the 
aggregate exceed materiality. The definition of materiality in the representation
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letter should be much lower than the definition the auditor uses to plan the audit 
or to decide whether to propose adjustments. This concept will allow the auditor 
to combine what he learns in the representation letter with unadjusted known and 
likely misstatements and his evaluation of the risk of further misstatement. This is 
similar to what is done with the legal representation letter.
It's easier to use a quantitative definition of materiality (the SAS might suggest 
that it be set at 10% of the amount used to plan the audit) than to fix the 
definition. Because clients are much more likely to understand quantitative 
definitions, we suggest that the SAS encourage quantitative definitions. The 
illustrative letter should include suggested wording when the auditor wants to use 
a quantitative definition of materiality.
An example of a better qualitative definition is "Items are material if they involve 
omissions or misstatements of information that when added to other omissions or 
misstatements in these representations and to known and likely misstatements 
that have not been adjusted in the financial statements make it probable that the 
judgment of a reasonable person relying on the total information package would 
have been changed."
(We would delete the word "influenced" because it's redundant; if the judgment 
would not be different, the item had no influence. We also deleted the word 
"accounting" before information because the representations should not be limited 
to accounting information. For example, if the entity has been named by EPA as 
a potentially responsible party, that's not accounting information but it probably is 
material.)
Representation 3 should be revised to add "or that could have a material effect 
on the financial statements." The auditor should be aware of significant 
communications from regulators because of their potential impact on the financial 
statements.
We believe these suggestions can improve practice and reduce the expectation 
gap.
Sincerely,
Abraham D. Akresh, CPA 
Chair
Akresha.aimd@gao.gov
202-512-9361
Ernst &Young  llp  1300 H un tin g to n  B u ild in g  
925 Euclid  A venue 
C leve land , O h io  4411 5 -14 0 5
Phone: 2 16  861 5 00 0
August 15, 1997
Ms. Kim M. Gibson, Technical Manager 
Audit and Attest Standards, File 4308 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, New York 10036-8775
Proposed Statement on Auditing Standards 
Management Representations
Dear Ms. Gibson:
Ernst & Young LLP supports the issuance of the above referenced proposal to supersede 
Statement on Auditing Standards No. 19, Client Representations, and Auditing Interpretation 
No. 2 o f SAS No. 19, Management Representations When Current Management Was Not 
Present During the Period Under Audit, and to amend SAS No. 58, Reports on Audited 
Financial Statements. We believe the exposure draft provides improved guidance relating to 
management representations and is more consistent with current practice. However, we have the 
following comments that we believe should be reflected to improve the final document.
• Paragraph 7 and Appendix B, paragraph 1—  We believe that there is an inconsistency 
between the first two sentences in paragraph 7 that should be eliminated. The first sentence 
states that “the representation letter ordinarily should be tailored to cover representations 
relating to the financial statements that are unique to the entity’s business or industry.” 
[emphasis added] The second sentence provides that “the auditor should obtain additional 
appropriate representations from management acknowledging issues specific to the entity’s 
business or industry.” [emphasis added] We believe that representation letters should be 
tailored to cover representations relating to the financial statements that are unique to the 
entity’s business or industry. Accordingly, we recommend that the Word ordinarily be deleted 
from the first sentence in paragraph 7 and Appendix B, paragraph 1.
• Paragraph 13—  AU section 508.22-34 addresses departures from qualified opinions due to 
scope restrictions. Paragraph 24 of section 508 provides that “when restrictions that 
significantly limit the scope of the audit are imposed by the client, ordinarily the auditor 
should disclaim an opinion on the financial statements.” We believe that management’s 
refusal to furnish written representations is such a significant scope limitation that the auditor 
should disclaim an opinion on the financial statements. Accordingly, we recommend that this 
paragraph (i.e., paragraph 13) specify that, when management refuses to furnish written 
representations, the auditor should disclaim an opinion on the financial statements.
Ernst &  Y oung  llp is a m e m be r o f Ernst & Y oung  In te rn a tio n a l, Ltd.
Ms. Kim M. Gibson, Technical Manager
American Institute of Certified Public Accountants
August 15, 1997
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• Paragraph 3—  The third sentence o f this paragraph describes a situation where an auditor 
“ordinarily should obtain a written representation” to complement other auditing procedures 
that he or she has performed regarding related party transactions. We disagree with the use o f 
the word ordinarily in this context and recommend that the imperative guidance currently in 
AU section 333.03 be retained.
• Paragraph 6 and Appendix B, paragraph 1—  We believe that, when the matters discussed in 
paragraph 6 items a. through q. are applicable, auditors should obtain written representations 
relating to them. (We believe that these matters will be applicable in virtually all audits; 
however, we recognize that there may be rare instances where one or more of these items may 
not apply.) Accordingly, we suggest that the second sentence o f paragraph 6 be revised as 
follows:
Specific representations ordinarily  relate to the following matters, w hen applicable:
Similarly, we believe that, when the conditions listed in Appendix B are applicable, the 
additional representations are appropriate. Accordingly, we suggest that the third sentence o f 
Appendix B, paragraph 1 be revised as follows:
The following is a list o f additional representations that are m ay be appropriate w hen  
the conditions are present in certain  situations.
• Paragraph 10—  We believe that the second sentence o f this paragraph should be clarified, as 
follows, to explicitly include situations where the former client has been acquired by another 
entity.
For example, if a predecessor auditor is requested by a former client (or by the  
acquiror w hen the form er client has been acquired by another entity) to reissue 
his or her report on the financial statements o f a prior period, the predecessor auditor 
should obtain a letter o f representations from the management o f the former client (or  
the m anagem ent o f  the acquiror) stating whether any events have occurred 
subsequent to the balance-sheet date of the latest prior-period financial statements 
reported on that would require adjustment to or disclosure in the financial statements 
reported on by the predecessor auditor.
We also recommend that similar (conforming) changes be made to the third and fourth 
sentences of paragraph 71 of the proposed amendment to SAS No. 58.
• Paragraph 71 of the proposed amendment to SAS No. 58—  We suggest that this paragraph be 
revised to clarify that the predecessor auditor should obtain a letter from the successor auditor 
when the successor auditor has not yet audited the period subsequent to that reported on by the 
predecessor auditor, but has reviewed one or more subsequent interim periods in accordance
Ms. Kim M. Gibson, Technical Manager
American Institute of Certified Public Accountants
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with SAS No. 71, Interim Financial Information. Accordingly, we suggest that the fifth 
sentence o f this paragraph be modified, as follows:
The letter o f representations from the successor auditor should state whether the 
successor’s audit (or review  w hen the successor auditor has not yet audited the  
period  subsequent to that reported on by the predecessor auditor, but has 
review ed one or m ore subsequent interim  periods in accordance w ith  SA S No. 71, 
In terim  F in an cia l In form ation ) revealed any matters that, in the successor’s opinion 
(judgm ent), might have a material effect on, or require disclosure in, the financial 
statements reported on by the predecessor auditor.
The appendix to this letter includes certain additional comments for improving the exposure 
draft.
We would be pleased to discuss our comments and recommendations with members of the 
Auditing Standards Board or its staff.
Sincerely,
Appendix
Page 1
Reference
Paragraph 10; 
Appendix C, 
paragraph 1
Paragraph 10; 
Appendix C, 
paragraph 2
Appendix B
Appendix B
We suggest that the scope of the second sentence o f these paragraphs be made 
consistent with the first sentence in AU section 508.71, and specify that, in 
addition to reissuing a report on the financial statements, auditors may consent 
to the reuse o f  such a report.
We suggest the following clarifying changes to the second sentence of these 
paragraphs. (Our other suggested changes to the second sentence of paragraph 
10, noted previously in this letter, also are included here.)
10. For example, if a predecessor auditor is requested by a former client (or by the 
acquiror when the former client has been acquired by another entity) to reissue 
(or consent to the reuse of) his or her report on the financial statements of a prior 
period, the predecessor auditor should obtain a letter of representations from the 
management of the former client (or the management of the acquiror) stating 
whether any events have occurred subsequent to the balance-sheet date of the latest 
prior-period financial statements reported on by the predecessor auditor that would 
require adjustment to or disclosure in the financial statements reported on by the 
predecessor auditor.
2. For example, if an event subsequent to the date of the balance sheet audited by the 
predecessor that affects those financial statements has been disclosed in the 
financial statements, the final paragraph could be modified as follows:
Under the caption “General,” the fifth condition is inconsistent with the related 
illustrative example representation. We suggest the condition be revised as 
follows:
Events or changes in circumstances indicate The possibility- exists that the value of 
specific significant long-lived assets or certain identifiable intangibles may be impaired 
and the recovery of their carrying costs is uncertain.
In the Financial Instruments section under the caption “Assets,” we suggest that 
the second sentence of the first illustrative example representation be revised as 
follows to recognize that debt securities may be classified as trading.
All other debt securities have been classified as available-for-sale or trading.
Appendix
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Appendix B In the Deferred Tax Assets section under the caption “Assets,” we suggest that 
the first sentence o f the first alternative illustrative example representation be 
deleted. We do not believe that it is appropriate (or necessary) for management 
to specifically acknowledge its responsibility for determining the amount o f this 
valuation allowance when it does not specifically acknowledge its responsibility 
for determining the amounts o f other accounts.
In addition, we suggest that the second alternative illustrative example 
representation be revised as follows to incorporate the reason why a valuation 
allowance is not necessary.
A valuation allowance against deferred tax assets at the balance-sheet date is not 
considered necessary because the deferred tax asset more likely than not will be 
realized fully.
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Kim Gibson
Technical Manager 
Audit & Attest Standards 
AICPA
1211 Avenue of the Americas 
New York, NY 10036-8775
Re: Proposed Statement on Auditing Standards on Management Representations 
and Amendment to SAS No. 58--SAS File No. 4308
Dear Ms. Gibson:
We are pleased to submit the following comments of the Auditing Standards and 
Procedures Committee (the Committee) of the New York State Society of Certified 
Public Accountants in response to the above proposed statement on auditing 
standards. The Committee believes there is widespread misunderstanding of this audit 
procedure, particularly among individual practitioners and very small firms.
Accordingly, the Committee believes the final statement should include sufficient 
explanatory language to provide needed guidance to these users in the following 
areas:
Management Responsibility
The Proposed Statement does not require management to acknowledge its 
responsibility for establishing and maintaining an effective internal control process. 
The Committee believes the acknowledgment of this responsibility could heighten 
management’s awareness of its responsibility and increase efforts by management to 
strengthen internal control within the entity. To accommodate this change, paragraph 
6, “financial statements,” may be changed to read “management responsibilities,” and 
then item “c” added as follows:
c. Management’s acknowledgement of its responsibility for the
establishment and maintenance of an effective internal control process.
Date of Management’s Representations
Paragraph 10 of the Proposed Statement states that “there are circumstances in which 
an auditor should obtain updated representation letters from management.” This 
statement is followed with an example of a situation where a predecessor auditor is 
requested by a former client to reissue his or her report on a prior period. Under such 
circumstances, the predecessor auditor should obtain a representation letter from the
former client before reissuing his or her report. Another example given in paragraph 
10 was the requirements in connection with filings under the Securities Act of 1993.
The Committee believes the Proposed Statement should include guidance on other 
circumstances, if any, which would require the current auditor to obtain an “updated” 
representation letter from management.
Paragraph 9 of the proposed statement States that, “because the auditor is concerned 
with events occurring through the date of his or her report that may require adjustment 
to or disclosure in the financial statements, the representations should be made as of a 
date no later than the auditor's report (date).
In practice, auditors of small businesses frequently experience long delays after the 
completion of field work and the determination of the auditor’s report date. Such delays 
arise from circumstances such as missing documents supporting significant 
transactions or balances, client’s request for waiver of debt covenants, delays due to 
environmental contamination investigations, or a pending legal matter. Some 
practitioners believe that in such circumstances, the auditor’s field work is not 
completed until these outstanding issues are resolved. Other practitioners contend that 
field work ended when the auditor completed other significant auditing procedures, and 
any delay in issuing the financial statements would require obtaining an updated 
representation letter from management.
The difference in practice seems to evolve from different interpretations to the 
statement “no earlier than the auditor’s report (date).” Should the Proposed Statement 
be interpreted to mean that a management representation letter may be dated any date 
after the auditor’s report date? The Committee believes that additional guidance 
should be provided on this matter, although this document may not be the appropriate 
place for this guidance.
Illustrative Representation Letter
The proposed statement would require management to provide a predecessor auditor 
with an updated representation letter (in addition to the representation letter required to 
be provided by the successor auditor) in support of a reissued report on a prior period. 
The Committee believes that an illustrative representation letter from  management to 
the predecessor auditor would be useful to small practitioners.
Very truly yours,
Chair, Auditing Standards 
& Procedures Committee
Walter M. Primoff, CPA 
Director, Professional Programs
cc: Accounting & Auditing Committee Chairs
COMMONWEALTH OF PENNSYLVANIA 
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OFFICE OF THE BUDGET August 14, 1997
Ms. Kim Gibson
Technical Manager
Audit and Attest Standards
File 4308
American Institute of Certified 
Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Ms. Gibson:
We have reviewed the Exposure Draft entitled "Proposed Statement on Auditing 
Standards, Management Representations and an Amendment to Statement on 
Auditing Standards No. 58, Reports on Audited Financial Statements" and offer 
the following comments:
In the SUMMARY, second bullet, we recommend adding, "or other 
comprehensive basis of accounting." Although this is covered in 
paragraph 6 and related footnote 3 of the proposed statement, a 
reader of only the SUMMARY may not recognize that this 
representation also applies to bases of accounting other than 
generally accepted accounting principles.
If you have any questions, please contact Herbert A. Maguire, Director of the 
Bureau of Audits at 717-783-0114.
cc: Herbert A. Maguire
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AMERICAN BAR ASSOCIATION Section of Business Law
750 North Lake Shore Drive 
Chicago, Illino is  60611 
(312) 988-5588 
FAX: (312) 988-5578
B Y  FE D E R A L  E X PR E SS
American Institute o f Certified 
Public Accountants
1211 Avenue o f the Americas
New York, New York 10036-8775
Re: Exposure Draft, Proposed Statement on Auditing
Standards, Management Representations (June 9, 1997) 
File 4308
Dear Ms. Gibson:
We write on behalf of the Law and Accounting Committee, Section of Business 
Law of the American Bar Association (“ABA”) with respect to an aspect o f the 
Exposure Draft that we believe can be improved to satisfy the requirements o f both the 
accounting and legal professions. Our views do not reflect the views o f the ABA, the 
Section or, necessarily, all o f the members of our Committee. The Proposed Statement 
would replace Statement on Auditing Standards No. 19, Client Representations and a 
related Auditing Interpretation.
Subparagraph 6(m) of the Exposure Draft states that the auditor should obtain 
specific written representatives relating to, among other matters, “[u]nasserted claims or 
assessments that the entity’s lawyer has advised are probable o f assertion and must be 
disclosed in accordance with Financial Accounting Standards Board (FASB) Statement 
No. 5 Accounting for Contingencies, “ [footnote omitted] [emphasis added] Also, 
Subparagraph 8.b. o f Appendix A to the Exposure Draft is an Illustrative Management 
Representation Letter. That paragraph states that “There are no —  . . .  [u]nasserted 
claims that our lawyer has advised us are probable of assertion and must be disclosed in 
accordance with Financial Accounting Standards Board (“FASB”) Statement No. 5 
Accounting for Contingencies.” [footnote omitted] [emphasis added]
We are concerned that both Subparagraph 6(m) and Subparagraph 8.b., as 
presently drafted, might result in compromising the legal privilege for communications 
between lawyers and their clients and, we believe, could be viewed as inconsistent with
Check out the Section's home page at http://www.abanet.org/buslaw/ 
Comments? Questions? Send your email to businesslaw@abanet.org
American Institute of Certified Public Accountants 
August 19, 1997 
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the provisions of Statement on Auditing Standards No. 12, Inquiry o f a Client’s Lawyer 
Concerning Litigation, Claims and Assessments, and the ABA’s Statement o f Policy 
Regarding Lawyers’ Responses to Auditors’ Requests for Information (December 
1975).
SAS No. 12 contemplates that management, not the entity’s lawyer, identify 
unasserted claims that management considers probable o f assertion and, if  asserted 
would have at least a reasonable possibility of an unfavorable outcome. The Illustrative 
Audit Inquiry Letter to Legal Counsel appended to SAS No. 12 also refers to 
“(Unasserted Claims and Assessments considered by management to be probable of
assertion, and that, if  asserted, would have at least a reasonable possibility o f an
unfavorable outcome)”. That language is confirmed by the Auditing Standards Board’s 
most recent interpretation of SAS No. 12.
We do not believe that Subparagraph 6(m) and Subparagraph 8.b., as currently 
drafted are necessary to accomplish the accounting profession’s desire to avoid an 
auditor’s relying solely on management’s representations. We are sensitive to the desire 
o f the accounting profession to tie the lawyer’s confirmation with respect to consulting 
with the client concerning unasserted possible claims to the client’s representation on 
the same subject matter.
We suggest the following substitutes, which we believe would preserve the 
attorney-client privilege, be more consistent with the ABA’s Statement of Policy and 
still meet the needs o f the accounting profession.
Subparagraph 6(m):
Unasserted claims or assessments that the entity, after 
consultation with its lawyer, has identified are probable of 
assertion and must be disclosed in accordance with 
Financial Accounting Standards Board (FASB) Statement 
No. 5, Accounting for Contingencies.
Subparagraph 8.b:
There are no —  . . .  [u]nasserted claims that, after 
consultation with our lawyer, we have identified as being 
probable of assertion and that must be disclosed in
American Institute of Certified Public Accountants
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accordance with Financial Accounting Standards Board 
(“FASB”) Statement No. 5 Accounting for Contingencies.
We understand the concern that an omitted matter might escape detection should 
management choose to conceal it from its independent auditors. We believe, however, 
that our suggested language offers auditors the same degree of assurance as that in the 
Exposure Draft. An audit inquiry request with our suggested language, directed to the 
client’s lawyer, would be just as likely to prompt the lawyer to discuss all appropriate 
matters with the client, if  he or she had not already done so, and to resign if  the client 
refused to correct a material misstatement made to its auditors.* This would be true 
irrespective o f whether management falsely informed the auditors that it has been 
advised by the lawyer that there are no unasserted claims or that it had reached that 
conclusion following a discussion with the lawyer regarding its reporting 
responsibilities.
We are at your disposal to discuss this matter further with representatives o f the
ASB.
Respectfully submitted,
Richard H. 
Vice Chair
Auditing Standards Subcommittee 
Chair
Abraham Stanger,
ASB Liaison Coordinator
*See, paragraph 6 o f the ABA Statement of Policy and the related commentary.
August 12, 1997
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CSGPA
Kim M. Gibson
Technical Manager, Audit and Attest Standards 
File 4308
American Institute o f Certified Public Accountants 
1211 Avenue o f the Americas 
New York, NY 10036-8775
Dear Ms. Gibson:
The Connecticut Society of 
Certified Public Accountants, Inc.
179 Allyn Street, Suite 201 
Hartford, CT 06103-1491
860-525-1153 
Toll-Free CT 800-232-2232 
FAX #860-549-3596
E-Mail: cscpa@cs-cpa.org 
Internet: www.cs-cpa.org
The Accounting Principles and Auditing Standards Committee o f the 
Connecticut Society o f Certified Public Accountants has received the 
Exposure Draft o f the proposed Statement on Auditing Standards, 
Management Representations and is in general agreement with its provisions.
We appreciate the opportunity to submit this comment letter. Should there be 
any questions, please feel free to contact Paul Rohan at (203) 401-2101.
Richard H. Gesseck 
President
Janet S. Maley 
President-Elect
Charles J. Frago 
Treasurer
Lawrence J. Gramling 
Secretary
Arthur J. Renner 
Executive Director
Governors: 
Theresa L. Dansky 
Philip J. DeCaprio Jr. 
Joseph A. Equale 
John L. Evanich Jr. 
Richard Guerriere 
Bradley D. Kronstat 
Mary Jayne M ille r 
Robert Murzyn 
Nancy W. Riel la
Alan M. Rothstein 
John H. Schuyler
Richard C. Stroiney 
Anthony J. Switajewski
Paul Rohan
Chair
Accounting and Auditing Standards Committee
David K. Christie
Member
Standard Setting Subcommittee
' A
CPA
The CPA.
Never Underestimate the Value.SM
August 4, 1997
Ms. Kim M. Gibson, Technical Manager 
Audit and Attest Standards, File 4308 
American Institute o f Certified Public Accountants 
1211 Avenue o f Americas 
New York, New York 10036-8775
Dear Ms. Gibson:
The Committee on Auditing Services o f the Illinois CPA Society (“Committee”) is pleased 
to have the opportunity to comment on the exposure draft: o f the “Proposed Statement on 
Auditing Standards for Management Representations” (Exposure Draft”). These 
recommendations and comments represent the collective views o f the members o f the 
Committee. The organization and operating procedures of the Committee are reflected in the 
Appendix to this letter. This response is presented in the following order: Overall 
Comments, in general support of the Exposure Draft with suggested changes; and Specific 
Comments, regarding certain paragraphs.
OVERALL COMMENTS
The Committee generally supports the issuance o f the proposed statement, with the 
following suggested specific considerations. The Committee also believes the illustrative 
examples provided in Appendix B are very useful to the auditor.
SPECIFIC COMMENTS
• RELIANCE ON MANAGEMENT REPRESENTATIONS, paragraph 2, last 
sentence, “Written representations from  management ordinarily confirm  
representations explicitly or implicitly given to the auditor,. . . ”
• The use o f the word “confirm” implies outside evidence has been obtained to 
sub stanti ate the statements made. Per AU Section 330.04, confirmation is the 
process o f obtaining and evaluating a direct communication from a third party 
in response to a request for information about a particular financial statement 
assertion. Since the management representation letter is obtained solely from 
management and not third parties, “corroborate” would be a better word than 
“confirm. ”
• OBTAINING WRITTEN REPRESENTATIONS, paragraph 6 and paragraph 7,
suggests that the representation letter be tailored to the specific situation. However, 
paragraph 6 then goes on to say: “Specific representations ordinarily relate to the 
following m atters:. . The preceding sentence could be restated to encourage 
tailoring o f the letter by stating that herein follows some examples o f representations 
that might be made. s o u t h
R I V E R ­
S I D E  P L A Z A  
S U I T E  1 6  0  0
C H I C A G O ,  I L .
6 0 6 0  - 6 0 9 8
F A X :  3 1 2 - 9 9 3 - 3 9 5 4  
T E L :  3 1 2 - 9 9 3 - 0 4 0 7  o r 
8 0 0 - 9 9 3 - 0 4 0 7  [ I l l i n o i s  o n l y ]
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• OBTAINING WRITTEN REPRESENTATIONS, paragraph 6a, Financial
Statements, makes no reference as to management’s responsibility for fraud prevention 
and detection. AU 316.02, CONSIDERATION of FRAUD in a FINANCIAL 
STATEMENT AUDIT, clearly states that management is responsible for the 
prevention and detection o f fraud. It also goes on to state management is responsible 
for adopting sound accounting policies and for establishing and maintaining internal 
control. Perhaps a separate section could be added to paragraph 6 entitled 
“Acknowledgment of Management’s Responsibilities,” which could reference 
management’s responsibilities for detection and prevention o f fraud, internal control, 
and sound accounting policies in addition to the responsibility for the fair presentation 
o f the financial statements.
•  OBTAINING WRITTEN REPRESENTATIONS, paragraph 6k, addresses significant 
estimates under SOP 94-6, DISCLOSURE of SIGNIFICANT RISKS and 
UNCERTAINTIES. It would be more meaningful to management if management’s 
key factors and assumptions underlying the significant estimates were actually spelled 
out in the letter instead o f a blanket statement about the possible disclosures. Perhaps 
this section could reference the examples in Appendix B where specific risk and 
uncertainty examples are cited.
•  OBTAINING WRITTEN REPRESENTATIONS, paragraph 6p, addresses 
“Compliance with aspect o f  contractual agreements that may affect the financial 
statements. ” SAS 19, the old standard, used the word ’’noncompliance” with 
contractual agreements. Will an auditor catch the change? Could this change from 
noncompliance to compliance be highlighted to make the auditor aware o f the change.
•  OBTAINING WRITTEN REPRESENTATIONS, paragraph 8, mentions that the 
management and the auditor reach an understanding o f the limits o f materiality for the 
purpose o f this letter. Does management understand how an auditor considers 
materiality in qualitative terms? In the exposure draft SUMMARY, a reference is 
made to appendix A including a qualitative discussion o f materiality. Appendix A 
contains the definition of materiality from SFAC No. 2. It would be helpful, to both 
the auditor and management, if Appendix A gave an example o f a quantitative 
discussion o f materiality.
•  OBTAINING WRITTEN REPRESENTATIONS, paragraph 9, states the letter may 
be signed by the “chief financial officer.” In nonprofit entities, it is often assumed that 
the standard is referring to the treasurer o f the organization. Where d o es  the Ms. Kim
Ms. Kim M. Gibson, Technical Manager 
August 4, 1997 
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controller fit in? The catch all provision that the letter can also be signed by other 
knowledgeable parties does not address the more popular use o f the titles controller 
and chief accounting officer.
•  GENERAL COMMENTS: While we consider the exposure draft to be an 
improvement over the existing standard, it would be helpful to obtain guidance in two 
(2) additional areas:
1. Dual Dating: How is the date o f the management representation letter 
affected by report dual dating?
2. Piecemeal Representation Letters: Many firms obtain separate 
representation letters for individual areas/situations such as inventory balances, 
ownership changes, and situations where the client has had management and 
board meetings but kept no minutes.
Additional guidance could be given in regard to the above areas in 
Appendix B, under the category “GENERAL” illustrations.
•  APPENDIX A, ILLUSTRATIVE MANAGEMENT REPRESENTATION LETTER, 
page 16, simply refers to the “DATE ” Paragraph 9 o f the exposure draft states that 
“the representations should he made as o f  a date no earlier than the auditor’s 
rep o rt” The “DATE” refers to the auditor’s report date. Dating considerations and 
requirements are not clear. Further guidance such as references to the specific 
considerations necessary when dating the letter would be helpful. While 
nonauthoritative, the AICPA Technical Information Services has specifically addressed 
Dates o f Representation Letters and Auditor’s Reports at TP A 9430.03 and cites 
several considerations that are not currently addressed in the proposed statement.
Why not say the letter should be dated the same as the audit report date (the last date 
o f fieldwork)?
Sincerely,
Tames A. Dolinar
Chair Auditing Services Committee, Illinois CPA Society
APPENDIX A
ILLINOIS CPA SOCIETY 
AUDITING SERVICES COMMITTEE 
ORGANIZATION AND OPERATING PROCEDURES 
1996 - 1997
The Auditing Services Committee of the Illinois CPA Society (the Committee) is composed of 21 
technically qualified, experienced members appointed from industry, education and public accounting. 
These members have Committee service ranging from newly appointed to 15 years. The Committee is 
a senior technical committee of the Society and has been delegated the authority to issue written 
positions representing the Society on matters regarding the setting of auditing standards.
The Committee usually operates by assigning a subcommittee of its members to study and discuss fu lly 
exposure documents proposing additions to or revisions of auditing standards. The subcommittee 
ordinarily develops a proposed response which is considered, discussed and voted on by the full 
Committee. Support by the full Committee then results in the issuance of a formal response, which at 
times, includes a minority viewpoint.
O F F IC E  O F  A U D IT O R  O F ST A T E
STATE OF IOWA
Richard D. Johnson, CPA 
Auditor of State
State Capitol Building 
Des Moines, Iowa 50319-0004
Telephone (515) 281-5834 Facsimile (515) 242-6134
August 15, 1997
Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
RE: AICPA Exposure Draft on Proposed Statement on Auditing Standards
“Management Representations” and an amendment to Statement on Auditing 
Standards No. 58, “Reports on Audited Financial Statements”
Dear Ms. Gibson:
We have reviewed the Exposure Draft of proposed Statement on Auditing Standards 
“Management Representations” and amendment to Statement on Auditing Standards No. 
58, “Reports on Audited Financial Statements”. We have no significant comments 
regarding the proposed statement except regarding paragraphs 6a and 6b.
These items address management’s representations regarding their responsibility for fair 
presentation of the financial statements and the belief that the financial statements are 
fairly presented “in accordance with generally accepted accounting principles.” This does 
not recognize that a comprehensive basis of accounting other than generally accepted 
accounting principles may be used. Current standards recognize this situation (AU 
333.04a) and we believe the proposed SAS should be modified to include “other 
comprehensive basis of accounting” in these representations.
If you have questions regarding these matters, please contact Judy Vander Linden at 
515-281-5506.
Sincerely,
Baruch
College
Baruch College
The City University of New York
17 Lexington Avenue 
New York, New York 10010
August 15, 1997
Auditing Standards Board
AICPA
Harborside Financial Center
201 Plaza III
Jersey City, NJ 07311-3881
Gentlemen:
Reference is  made to your June 9, 1997 Exposure Draft, “Management 
Representations". As is evident from the enclosed, I have a very 
special and personal interest in the issue. Because I have recently 
returned from a holiday what follows is  essentia lly an outline of the 
matters on which I wish to comment.
At the outset, I believe the so-called “rep le tte r” to be a “CYA” 
on the part of our profession to “pass the buck.” ; I believe this to be 
an abdication of our profession’ s responsib ility to society.
That th is endeavor is , in fact rendered nugatory is  evident from 
the PharMor and Leslie Faye fiascos. Thus, i f  management is  determined 
to defraud the users of the financial statements another signature would 
not deter them. Be i t  remembered that the ostensible perpetrators w ill 
be signing even more s ign ifican t documents, frequently under penalties 
of perjury.
Be that as i t  may, i f  in a particular circumstance the auditor 
believes that he, she or i t  requires another writing, so be it .  But 
such a writing should be in the discretion of the auditor and relate to 
such matters for which the auditor seeks added comfort. In short, the 
requirement of a particular writing is  to micromanage the auditor’ s 
practice - a condition which, in my view, seriously detracts from our 
profession’ s responsib ility to society.
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As noted, the foregoing is  essentia lly an outline of points; i f  
requested I would be please to appear at any hearings scheduled to 
consider th is ED.
Abraham J. B r ilo ff ,  Ph.D., CPA 
Emanuel Saxe Distinguished 
Professor Emeritus
CERTIFIED MAIL-RETURN RECEIPT REQUESTED
June 6, 1997
PERSONAL AND CONFIDENTIAL
Professor Abraham J. Briloff, CPA
Baruch College
P. 0. Box 52
17 Lexington Avenue
New York, NY 10010-5526
Re: TNS 96-010 Llewellyn Miller Fund of the American Society of
Journalists and Authors Charitable Trust Fund financial
statement compilation report for the year ended August 31,
1993; and the Psychoanalytic Research and Development Funds,
Inc. — audit and financial statements for the year ended August
31, 1993
Dear Professor Briloff:
In its investigation of the above-referenced matter the Technical 
Standards Subcommittee of the AICPA Professional Ethics Division 
concluded that it found evidence that there was prima facie 
violation by you of Rule 202 of the AICPA Code of Conduct as 
specified below.
Rule 202— Compliance With Standards:
1. The report for the Llewellyn Miller Fund compiled financial 
statements for the year ended August 31, 1993 did not state 
that the compilation had been performed in accordance with 
standards established by the American Institute of CPAs. (AR 
Section 100.14a.)
2. A third paragraph was added to the report for the Llewellyn 
Miller Fund compiled financial statements for the year ended 
August 31, 1993; the Codification of Statements on Standards 
for Accounting and Review Services paragraph 100.14 states 
that other procedures that the accountant may have performed 
before or during the compilation engagement should not be 
described in the report. (AR Section 100.14)
3. The compilation report for the Llewellyn Miller Fund's August 
31, 1993 financial statements was not modified as required by 
the Codification of Statements on Standards For Accounting and 
Review Services paragraph 100.19 since all the generally 
accepted accounting principles required note disclosures were 
omitted. (AR Section 100.19)
American institute of Certified Public Accountant?
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P ro fe sso r  Abraham J . B r i l o f f ,  CPA
June 6, 1997
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4. The compilation report for the Llewellyn Miller Fund's August
31, 1993 financial statements did not clearly indicate the
degree of responsibility for Exhibit B, Schedule I presented 
as supplemental information to the basic financial statements. 
(AR Section 100.43)
5. A client representation letter was not obtained in connection 
with the audit of the financial statements of the 
Psychoanalytic Research and Development Funds, Inc. for the 
year ended August 31, 1993 as required by generally accepted 
auditing standards. (SAS No. 19/AU Section 333.0l-.13)
After considering the gravity of the violations, the Technical 
Standards Subcommittee decided, with the concurrence of the New 
York State Society of CPAs, to issue this letter of required 
corrective action to you and to direct you as follows:
1. To comply immediately with professional- standards applicable 
to professional services you perform.
2. To complete the following continuing professional education 
courses within twelve months of the date of this letter and 
provide evidence of such completion (e.g., attendance sheets, 
course completion certificates, etc.):
Accounting and Auditing Annual
Standards Refresher 8 Hours
Case Studies on Advanced Compilation and
Review Topics 8 Hours
Professional Ethics (Self-Study with a grade of
at least 90%) 7 Hours
Standards For Compilation and Review Services 8 Hours
TOTAL 31 H ours
3. To comply with directive #1 above, please submit no later than 
six months after the due date for completion of the above 
continuing professional education directive a list of the 
highest level (attest, audit, review, or compilation) of 
engagements that you performed in the six-month period after 
the completion of the required CPE. The Technical Standards 
Subcommittee will select one of these engagements for review.
P r o fe s so r  Abraham J . B r i l o f f ,  CPA
June 6, 1997
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You will be informed of this selection and will be asked to 
submit a copy of your report, the financial statements, and 
the working papers related to that engagement for review by 
the Technical Standards Subcommittee.
After an initial review of such report, the financial 
statements and working papers, the Subcommittee may decide you 
have substantially complied with professional standards and 
close this matter. Or, the Subcommittee may decide that an 
investigation of the engagement you submitted is warranted. 
If at the conclusion of the investigation the Subcommittee 
finds that professional standards have in fact been violated, 
the Subcommittee may refer the matter to the Joint Trial Board 
for a hearing or take such other action as it deems 
appropriate.
This letter, including the directives stated above, constitutes the 
letter of required corrective action issued to you by the Technical 
Standards Subcommittee of the AICPA Professional Ethics Division. 
This letter is confidential. Copies of this letter will be 
retained in the confidential files of the AICPA and the New York 
State Society of CPAs.
There will be no publication of this letter of required corrective 
action and the Subcommittee’s directives in any publication of the 
AICPA or the New York State Society of CPAs.
You may reject this letter of required corrective action. Such a 
rejection must be in writing addressed to Dowlan R. Nelson, CPA, 
AICPA Professional Ethics Division, Harborside Financial Center, 
201 Plaza III, Jersey City, New Jersey 07311-3881 and received by 
him within thirty days of the date of this letter. If within 
thirty days, he has not received such written rejection, the 
Subcommittee will assume you have agreed to accept this letter of 
required corrective action. If you reject this letter the matter 
may be brought to a hearing panel of the Joint Trial Board. At 
such a hearing, the hearing panel may agree or disagree with the 
conclusion of the Subcommittee and impose a lesser penalty or a 
greater penalty such as suspension or termination d'f- your 
membership, which action the AICPA and many state society bylaws 
require be published in The CPA Letter and a society publication. 
The Subcommittee may also make a determination that the matter will 
not be brought before the Joint Trial Board. In that event, the 
file will be closed and will include this letter of required 
corrective action and your letter rejecting it.
If you accept this letter of required corrective action, failure to
P ro fe sso r Abraham J . B r i l o f f ,  CPA
J u n e  6 ,  1 9 9 7
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comply with the directives may be considered a violation of AICPA 
Bylaw 7,4.6., and the matter may be referred to the Joint Trial 
Board.
Please submit all the evidentiary and other material requested in 
this letter to Dowlan R. Nelson, CPA at the above address on the 
specified due dates.
Your cooperation in the conduct of this investigation was 
appreciated.
Very truly yours,
Sheldon P. Holzman, CPA, Chair 
Technical Standards Subcommittee 
Professional Ethics Division
cc: Ann E. Spaulding, Director
Professional Ethics and Regulation 
New York State Society of CPAs
TOTAL P .0 5
Baruch 
College
Baruch College
The City University of New York
17 Lexington Avenue 
New York, New York 10010
July 23, 1997
Sheldon P. Holzman, CPA, Chair 
Technical Standards Subcommittee 
Professional Ethics Division 
c/o Dowlan R. Nelson, CPA 
AICPA Professional Ethics Division 
Harborside Financial Center 
201 Plaza III
Jersey City, NJ 07311-3881
Re: Abraham J. Briloff, Ph.D, CPA 
TNS 96-10
Dear Mr. Holzman:
Reference is made to your letter dated June 6,1997 advising me that after an 
investigation, your committee found evidence of “prima facie violation” by me of Rule 
202 of the AICPA Code of Conduct. Your letter then proceeds to set out the five counts 
of your indictment, to wit:
1. The report for the Llewellyn Miller Fund compiled 
financial statements for the year ended August 31, 1993 did 
not state that the compilation had been performed in 
accordance with standards established by the American 
Institute of CPAs. (AR Section 100.14a.)
2. A third paragraph was added to the report for the 
Llewellyn Miller Fund compiled financial statements for the 
year ended August 31, 1993; the Codification of Statements 
on Standards for Accounting and Review Services 
paragraph 100.14 states that other procedures that the 
accountant may have performed before or during the 
compilation engagement should not be described in the 
report. (AR Section 100.14)
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3. The compilation report for the Llewellyn Miller Fund’s 
August 31, 1993 financial statements was not modified as 
required by the Codification of Statements on Standards for 
Accounting and Review Services paragraph 100.19 since all 
the generally accepted accounting principles required note 
disclosures were omitted. (AR Section 100.19)
4. The compilation report for the Llewellyn Miller Fund’s 
August 31,1993 financial statements did not clearly indicate 
the degree of responsibility for Exhibit B, Schedule I 
presented as supplemental information to the basic financial 
statements.
5. A client representation letter was not obtained in 
connection with the audit of the financial statements of the 
Psychoanalytic Research and Development Fund, Inc. For 
the year ended August 31, 1993 as required by generally 
accepted auditing standards. (SAS No. 19/AU Section 
333.01-.13).
What about the punishment contemplated to fit the crimes? First, I would be put 
on probation for as much as a year so that the committee could monitor my practice. 
And then it handed me an assignment to complete 31 hours of “continuing professional 
education courses” comprised of:
Accounting and Auditing Annual
Standards Refresher 8 Hours
Case Studies on Advanced
Compilation and Review
Topics 8 Hours
Professional Ethics (Self-Study with
a grade of at least 90%) 7 Hours
Standards for Compilation and
Review Services 8 Hours
Total 31 Hours
I could not help but be reminded of the experience of Poor Alice when she heard 
the Queen pronounce “sentence first, verdict afterwards.” Here we should be reminded 
that the American Heritage dictionary definition of “prima facie” informs us: “at first
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sight; on first view; before further examination”
I find it incomprehensible that after a fifteen-month probe of two prosaic 
engagements your committee could only come forth with an “at first sight. . . ” 
determination. I then find it incredible that “on a first view. . . ” determination your 
committee proceeded to conclude that my alleged violations were of such “gravity” as 
to induce a nexus of punishments.
Nor could you be comforted by the definition provided for “Prima Facie 
Evidence” :
“[Law] evidence adequate to establish a fact or raise a presumption of fact 
unless refuted.”
Thus, we are far beyond the setting forth of presumptions without reference to 
the extensive record providing point by point refutation of the prima facie allegations 
set forth previously.
Nowhere in your letter is there any reference to your committee’s consideration, 
evaluation or response to the extensive hearing at the offices of the AICPA on 
November 13, 1996, regarding the critical issues involved in TNS 96-10~a session 
which was arranged to permit the designated member of your committee to elicit from 
me my considered responses to seven queries which included the five counts 
enumerated in your letter. This failure to consider and respond to my statements at the 
hearing and the record generally in my view reflects a willful, reckless disregard of the 
truth; this conduct is inexplicable excepting as a manifestation of malicious intent.
Before turning to a response to the aforementioned counts I want to set down 
once again what I believe to be the transcendent critical question that requires 
resolution, to wit: are standards deemed to be guides to professional conduct or 
concretized rules to be applied in the manner of Procrustes?
It would appear from your letter to the editor of Accounting Today (March 17- 
April 6, 1997) that you are committed to the Procustean notion, thus from your letter:
“. . . the standards are for all of us. We do not simply follow the rules we like, 
but must adhere to all of them. No one is exempt. They apply to all members of the 
profession from local firms to big six, from members in industry to those in academia.”
As the record would disclose, I have demonstrated most intensely my 
commitment to “standards as standards” including from my May 16, 1996 letter to the
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AICPA Peer Review Committee (a copy of which was submitted to you last year):
Standards vs. Rules
There is no question but that we are committed to the 
fulfillment of our professional responsibilities consistent with 
professional standards. It is likely, that we have different 
notions regarding the phrase “professional standards.” For 
about a half century, I have been guided by the concept of 
standards set out so effectively by Professors Paton and 
Littleton in their seminal work, An Introduction to Corporation 
Accounting Standards, to wit:
It should be possible to state accounting 
standards in such a way that they will be useful 
guides to procedures over a wide area of application. 
Whereas rules would be made to afford a basis for 
conformity, standards are conceived as gauges by 
which to measure departures, when and if departure 
is necessary and clearly justifiable. Standards, 
therefore, should not prescribe procedures or rigidly 
confine practices: rather standards should serve as 
guideposts to the best in accounting reports. To 
serve their purpose most effectively, standards will 
need to be expressive of the type of deliberately 
chosen business policies; accepted by business men 
generally as pointing the way to good accounting 
practices.
It would appear that my view of “standards” is consistent with that of AICPA 
counsel, Richard Miller, writing to the editor of Accounting Today (February 10-23, 
1997):
The editorial is incorrect in suggesting that the AlCPA’s 
Code of Professional Conduct usurps individual judgment. On the 
contrary, the very essence of auditing is independent judgment, 
which the Code reinforces. Further, the editorial is wrong in 
claiming that no exceptions to professional literature can be made.
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My view is further re-enforced by a significant statement by SEC Commissioner 
Steven M.H. Wallman in his plenary address before the 1996 American Accounting 
Association convention (subsequently published in Accounting Horizons. December, 
1996), thus:
Judgment and Accounting
This inquiry into independence is of increasing importance.
A fundamental quality of any system of accounting -  no matter how 
advanced it may be -  is that it involves a fair degree of judgment.
At least at this stage in its evolution, accounting relies in part on 
accounting principles and standards relating to the categorization 
of items and determinations as to when certain items should be 
recognized.
Although these principles and standards represent our best 
estimate of how a system of accounts might optimally operate 
based on assumptions with respect to relevance, reliability, 
comparability, consistency and other factors, there remains a great 
deal of judgment both in the development of accounting principles 
and standards and the application of those principles and 
standards to particular factual situations. In addition, the principles 
and standards themselves are not scientifically verifiable rules; 
they attain their legitimacy not from any empirical proof of their 
veracity, but from general acceptance.
We sometimes forget, then, the level of judgment implicit in the 
existing accounting paradigm . . .
Commissioner Wallman then provided a footnote based on an article by Floyd 
Norris in the New York Times. August 4, 1996, “Auditors: Experts or Just Robots?”:
Some in the accounting field believe there is a trend toward 
developing more specific rules that result in a checklist-type of 
approach to accounting and auditing. These critics argue that 
while such rules provide for more consistent application of 
accounting principles, they also detract from the ability of 
accountants to exercise their professional judgment in appropriate 
instances. They also assert that a detailed, rule-based approach 
permits companies to “contrive transactions which will somehow
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accommodate the rules, all the while perverting economic reality.”
Commissioner Wallman’s published address notes that “a number of persons 
provided valuable input during the author’s formulation of the AAA speech and this 
article . . .  special thanks are noted to . . .  [three persons from academe, four from the 
Big Six and POB Chairman A.A. Sommer, Jr.]” I am privileged to have been included 
among the three academics.
Proceeding, now, to the response to the five counts of lese majeste spelled out 
in your letter of June 6, 1997; be it first noted that:
• The financial reports which were the subject of your probe were carefully 
considered by our clients and agencies of the Federal and State governments to 
which they were submitted. They were also probed most diligently by the peer 
review and ethics sectors of our profession.
• Despite all of this intensive probing, and the passage of more than three years 
since the financial statements were disseminated, not a single amount was deemed 
to require revision.
• Is there a single case coming under your committee’s aegis which could pass a 
corresponding test?
• The peer review sector of the AICPA, the one which initially alleged violations of 
professional standards, has determined that my responses (all previously made 
available to you) were responsive to their allegations and closed its files on my 
firm’s 1,994 peer review (their letter of January 13,1997.) 
Now for the specific responses to your indictment; that which follows is nought 
but a brief summary of my responses to the corresponding queries at the November 13, 
1996 hearing conducted by the staff of the AICPA with your designated member acting 
as the interrogator. The full proceeding is recorded on tape, copies of which I am 
prepared to make available to any interested party on request (suggesting a $10 
contribution to the Baruch College Fund). It should here be noted that your designee 
traveled with great inconvenience and cost from Pittsburgh solely for the purposes of 
the hearing.
Regarding the four counts involving the Llewellyn Miller Fund, a fund devoted to 
providing grants to persons engaged in the profession of journalism: As the frame of 
reference for the comprehension of the “gravity of my violations”; the fund’s assets
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aggregated $126 thousand, all but $40 was cash and cash equivalents, its liabilities 
amounted to less than $1,000, its revenues were less than $18,000, its disbursements 
about $12,000.
Re Count 1: I responded that the reference to the AICPA was essentially 
precatory, that it would not be relevant or informative to the client or others: 
accordingly, I deemed that the phrase could be omitted.
Re Count 2: I asserted, first to the peer review sector, subsequently to your 
committee, the exigencies of the client relationship, and the responsibilities we had 
assumed to the fund demanded that third paragraph.
I am confident that counsel to the AICPA would confirm that the United States 
Supreme Court has upheld a professional person's First Amendment rights even in the 
face of an overt proscription in his profession’s code of professional conduct. 
Accordingly, my omissions (Count 1) and additions (Count 2) could be subsumed in my 
First Amendment rights even if the particular references from SSARS were deemed to 
be absolute, categoric, inviolate.
Re Count 3: As noted, the statements for this fund were so simple there was 
nothing that was undisclosed -  not even a fig leaf covered anything that was remotely 
significant. As I made clear to your designated interrogator during the November 13, 
1996 hearing, this allegation in your indictment under the circumstances was 
unmitigated nonsense.
Re Count 4: For this count, as the record makes clear, J deemed the assertion 
so incomprehensible that I asked your designated interrogator to read the contents of 
that Schedule 1 to Exhibit B, into the record and what did that Schedule disclose?
Date_______Description_______________________ August 31, 1993
Feb. 17 Proceeds from the annual holiday
Party and the writer’s conference $1,215
Various Contributions each in
amounts $ 1,110 or less 5,441
Total Contributions received by 
General Fund S&S56
-8-
He was then asked to confirm that those data were naught but details of the 
amounts shown on Exhibit B. He did not respond to my follow-up question, what kind 
of responsibility could possibly be involved in such a simple arithmetic exercise -  nor 
could he.
This brings me to Count 5 i.e., “A client representation letter was not obtained . . 
as required by generally accepted auditing standards (SAS No. 19 AU Section 333,
.01 -.13).” By way of providing perspective: the fund, as of August 31, 1993, was 
comprised of cash and cash equivalents, $75,811, Investments, $270,578, a pledge 
receivable of $50,000 -  a total of $396,389; after deducting the liabilities of $1,210, the 
fund balances aggregated $395,179.
At the outset, I assert that your Count 5 is grievously defective in that it refers to 
a failure to obtain a representation letter whereas the cited standard refers to “written 
representations.” Thus a study of that standard discloses that the phrase “written 
representations” recurs a dozen times, the word “letter” appears but once as a footnote. 
Clearly, your obsession with “letter” is patently inappropriate.
That this may be more than a semantic quibble is discernible from the June 9,
1997, Exposure Draft of a Proposed Auditing Standard, “Management Representations” 
intended to supersede SAS 19 and AU 333. That professional standard, which would 
become effective after August 1998, includes the phrase “letter” four times within the 
text in addition to the cross-reference footnote.
Your Count 5 is also defective in that It glibly alludes to “AU333.01-.13,” without 
specifying which of those thirteen paragraphs are in fact the basis for your 
impeachment of me; a summary of the provisions follows:
.01-.03 are essentially prologue and discursive.
.04 provides a “laundry list” (from “a” to “t”) of matters with respect to which the 
auditor might seek written representations depending on the “circumstances of the 
engagement. . . “
.05 - .07 provide discretion in determining the areas for written representations.
.08 relates to “reporting on consolidated financial statements.”
.09 relates to some mechanistic details.
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.10 relates to written representations from third parties.
.11 the auditors critical response where there is a “management’s refusal to 
furnish written representations.”
.12 relates to situations, where “the auditor is precluded from performing 
procedures...”
. 13 the effective date.
Pray tell, which of those paragraphs have been thus violated in the subject 
engagement so as to induce the “gravity of the violations” indictment.
At the hearing, I responded to this probe by asserting that we had all of 
the written representations which we deemed appropriate under the 
circumstances. I made clear that we could not under any circumstance request 
from the fund’s management the representation suggested as “a” in the .04 
listing, i.e., “Management’s acknowledgment of its responsibility for the fair 
presentation in the financial statements of financial position, results of 
operations, and cash flows in conformity with generally accepted accounting 
principles or other comprehensive basis of accounting.”
I made clear that requesting “management” of “Psychoanalytic Research and 
Development Fund, Inc.” would be absurd and inimical to our professional relationship. 
Thus, “management” here is represented by an eminent psychiatrist; we could not 
conceivably ask him to certify to us that the statements, which we in fact prepared, 
were his responsibility, assuring us that they were “fair presentation . . . ,  in conformity 
with generally accepted accounting principles...” It should, however, be noted that 
Doctor Furst did execute an affidavit swearing that the financial statements were true 
and correct as an incident to their submission to the Attorney General of the State of 
New York.
And now I accuse you and your committee of a breach of the arrangement 
entered into with your designated interrogator at the behest of the representative of the 
AICPA. As that record will disclose, she asked him whether it would be acceptable to 
your committee if Israel Herskowitz, CPA, of the AICPA staff were to visit with me to 
review the work paper file on this engagement to determine the adequacy of the written 
representations which were obtained. Your representative assented to this 
arrangement; Mr. Herskowitz visited with me on December 20 and to the best of my
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knowledge confirmed my testimony.
Presumably as an act of grace on the part of your committee, you advise “there 
will be no publication.. . “
For the reasons that I have made abundantly clear in various contexts, I cannot 
cloak this controversy in confidentiality or secrecy, thus:
• As we are aware, persons who have attained prominence or notoriety should be 
cautioned not to keep any “skeletons in their closet”; they can emerge at most 
inconvenient, awkward moments.
• My “going public” has involved healthy deliberations regarding the peer review and 
the self-regulatory processes as implemented by our profession.
• This controversy affords me the occasion to revisit the profession’s self-regulatory 
process from an especially intimate, personal perspective; I have over the decades 
characterized the prevailing process as one remindful of St. Mathew’s “blind 
guides,” those who are reputed to “strain at a gnat, while swallowing camels.”
• I hope that this entire controversy will encourage our colleagues in practice and 
academe to reflect on these aspects of our profession’s responsibilities.
• Tangentially related to this “going public” is the possible misapprehension of my 
motive in doing so; for example, from AlCPA’s Counsel, Mr. Miller’s letter to 
Accounting Today.
The underlying flawed premise of the editorial is that an 
investigation of matters deriving from one’s public admissions 
somehow tramples on an individual’s first amendment rights. I 
should not have to remind you that while the first amendment 
grants freedom of speech, it does not immunize the speaker from 
scrutiny as a result of the comments expressed. More egregiously, 
the editorial does the profession and the public a disservice by 
suggesting that a CPA in a prominent position of respect should 
somehow be exempt from following the generally accepted 
standards of the profession or that his/her judgment on a particular 
matter automatically supersedes that of the professional 
community.
-11-
Far from being someone who seeks “immunization.” I want to be judged most 
critically by the highest standards of ethical responsibility.
As the records of the AICPA and New York State Society would make 
abundantly clear, for more than a half century I have been devoted to the objectives of 
both organizations, presumed to be committed to the highest standards of 
professionalism. In that connection I have been a member of some of the most senior 
committees and a member of the board of directors of the NYSSCPAs. Highly 
regarded articles authored by me have been published in the journals of both societies. 
Further, I will always be especially proud of my role as the creator, principal writer and 
editor of one of the most successful professional development courses in the early 
1960s, long before the CPE vogue, i.e., Estate Planning and the CPA.
In order to obtain some understanding of the judges, who handed down the 
sentence and verdict, I requested the Baruch College research librarian to bring forth 
from the relevant data files the record of published articles by yourself and your 
cohorts. I was expecting to find such articles evidencing a deep introspective probe by 
you, et al., of the nature, sources and implications of ethics, professional or otherwise. 
As it turned out, nineteen members of your committee, including its chair, had no 
published articles whatsoever, going back a score of years*; the other six did have 
some publications, many co-authored. Alas! A review of the title themes and abstracts 
failed to reveal a single article among the 24 which could remotely meet my 
aforementioned expectations.
But it may well be that the fine-tuned ethical sensitivity envisaged by me need 
not be a prerequisite for membership on your committee, assuming that its mandate is 
that implemented in my case, i.e., to match a programmed set of rules with the 
practices applied by a targeted colleague based on his sense of his professional 
responsibilities. In that event, I believe that your committee's role can be fulfilled far 
more economically and efficiently by turning the task over to a programmed Big Blue -  
a task which it would undoubtedly find far less daunting than, say, beating a chess 
master.
* Your Accounting Today item did not come up in the search, probably because it was not an article. In any event it 
was intended to “set the record straight about the AlCPA’s litigation deferral policy.” You then set forth the 
procedures presumed to be implemented in the processing of complaints coming before your comittee, especially 
requests for deferral.
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Were I to remotely contemplate capitulating to your committee’s 
sentence and verdict I would be constrained to, inter alia:
• Resign as:
Presidential Professor of Accounting and Ethics, Binghamton 
University (SUNY)
Co-Trustee of the Business Ethics Research Fund established 
under the aegis of, and principally funded by, the AICPA
• Return:
The American Accounting Association Public Interest Accounting 
Exemplar Award (1995)
The New York State Society of CPA’s Dr. Emanuel Saxe 
Outstanding CPA in Education Award (1996)
• Request recision, or re-designation of the Abraham J. Briloff 
Business Ethics Award established by a former student at Baruch 
College (CUNY).
Accordingly, I hereby reject your committee’s sentence and verdict as 
entirely unwarranted and personally offensive . . .  especially the CPE credits; I 
shall, of course, continue to cooperate with my profession’s commitment to its 
highest standards of professionalism.
A Prayerful Coda
On the very day I received your letter our Nation was commemorating the Silver 
Anniversary of the Watergate Break-in with due recognition of the critical involvement 
of our esteemed colleague Maurice H. Stans, an erstwhile AICPA President, and 
recipient of the Institute’s prestigious Gold Medal. I was then reminded of the felicitous 
item in the initial 1976 issue of the CPA Letter:
AICPA member Maurice H. Stans, former 
Secretary of Commerce, has been found by a sub­
board of the Trial Board of the AICPA to be not guilty 
of charges brought by the AlCPA’s division of 
professional ethics.
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The ethics division’s charges arose from Mr. Stans’ 
plea of guilty in Federal Court in Washington in 
March of last year to five misdemeanors relating to - 
his conduct as Chairman of the Finance Committee to 
Re-elect the President. It was alleged that the 
subsequent conviction tended to bring discredit to the 
profession. Mr. Stans contended that the offenses 
were minor and technical, that they had been found 
by the court to be unwillful and that the transactions 
upon which the convictions were based had been 
handled by him in good faith.
Following a full-day hearing, the sub-board, on 
October 28, 1975, found that the charges of the 
ethics division had not been proved. Mr. Stans 
requested publication of this finding and the sub­
board has authorized this notice.
I hope that at the end of the trail or trial, my professional conduct will not be 
judged more perfidious, more inimical to our Nation, more discreditable to our 
profession than that of Maurice H. Stans, so as to warrant my profession’s censure 
Very truly yours,
Abraham J. Briloff 
Emanuel Saxe 
Professor Emeritus
Ph.D., CPA 
Distinguished 
us
cc: Ann Spaulding, CPA
New York State Society of CPAs
KPMG  Peat Marwick llp
599 Lexington Avenue Telephone 212 909 5400 Telefax 212 909 5699
New York, NY 10022
August 18, 1997
Ms. Kim M. Gibson
Technical Manager, Audit and Attest Standards, File 4308 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas
New York, New York 10036-8775
Re: F ile 4308
Proposed Statem ent on A uditing Standards 
E stablish ing an U nderstanding W ith  the C lient
Dear Ms. Gibson:
KPMG Peat Marwick LLP supports the issuance of the Auditing Standards Board’s 
proposed Statement on Auditing Standards, Management Representations (“Proposed 
Statement”). Presented for your consideration are our comments on the exposure draft:
1. SAS 82, Consideration o f  Fraud in a Financial Statement Audit, paragraph 2 
states “Management is responsible for adopting sound accounting policies and 
for establishing and maintaining internal control that will, among other things, 
record, process, summarize, and report transactions consistent with 
management’s assertions embodied in the financial statements.” We suggest 
adding this language to paragraph 6 of the Proposed Statement as well as to the 
illustrative letter.
2. Paragraph 6 of the Proposed Statement, second sentence, should be revised to say 
“Specific representations ordinarily obtained relate ...” to tie in with the first 
sentence o f that paragraph that such representations obtained depend on the 
circumstances.
3. Paragraph 7 contains open-ended guidance relative to industry-specific 
representations the auditor should obtain, then refers to Appendix B for 
additional representations. Appendix B then says “The list is not intended to be 
all-inclusive.” Footnote 9 also notes that AICPA Audit Guides “require or 
re c o m m e n d ” c e rta in  w ritten  re p re se n ta tio n s . W e su g g es t so m e a d d itio n a l
Member F of
Klynvetd Pea*. Marwick Goerde-e'
KPMG Peat Marwick llp
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Ms. Kim M. Gibson
American Institute of Certified Public Accountants 
August 18, 1997
guidance (umbrella guidance) to help practitioners wade through this morass. 
Such guidance may then eliminate the need for or replace Appendix B.
Paragraph 11 requires obtaining representations in situations where current 
management was not present for all periods, then says such representations 
“depend on the circumstances” and “may be limited to matters that are... 
material ” The second and third sentences o f this paragraph appear superfluous 
as they repeat guidance contained elsewhere (paragraphs 6 and 8). One could 
read this paragraph as currently written that representations required from 
management who was not present for all periods would be more limited than 
those required of management who has been present for all periods. To avoid 
such inference, we recommend deleting the second and third sentences of 
paragraph 11.
5. Item 7.c. in the illustrative representation letter in Appendix A should be revised 
to include in the parenthetical explanation “or geographic areas” after “markets” 
as per SOP 94-6 paragraph 22.d.
6. Appendix B, “Contingencies,” provides an illustrative representation regarding 
environmental remediation liabilities. Such representation should be amended to 
include representation as to “the expected outcomes o f uncertainties” as per SOP 
96-1, Environmental Remediation Liabilities, paragraph C.30.
7. Appendix C provides an updating letter for a predecessor auditor that notes the 
auditor was “previously provided with a letter of representations under date of 
...” However, such previous representations are not reaffirmed in this letter. We 
suggest adding language such as the following: “We are writing at your request 
to reaffirm our understanding and representations set forth in our letter dated 
(date of previous letter).” If such language is not added, then the letter as it is 
written would not require management to disclose certain immaterial items to the 
auditor that would otherwise be required to be disclosed (e.g., immaterial fraud 
committed by management).
8. We suggest adding another illustrative letter to Appendix C that would provide a 
continuing auditor updating letter. Such a letter also should reaffirm the client’s 
understanding and representations in earlier representation letters. See the 
attached letter for an example.
KPMG Peat Marwick llp
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We would be pleased to discuss our comments with you.
Very truly yours,
KPMG Peat Marwick llp
Continuing Auditor Updating Letter
(Letterhead of Client)
KPMG Peat Marwick LLP
Address
Date
Ladies and Gentlemen:
We are writing at your request to reaffirm our understanding and representations set forth in 
our letter dated (date of representation letter). In addition, we affirm to the best of our 
knowledge and belief that during the period from (date of representation letter) through 
(date of this letter), no events have occurred that have a material effect on the (consolidated) 
financial statements as of (balance sheet date) and for each of the years in the (three)-year 
period then ended or that need to be disclosed in order to keep those statements from being 
misleading, nor are we aware of any fraud, whether material or immaterial, involving 
management or employees who have significant roles in internal control.
Very truly yours,
(name of client)
Name
Chief Executive Officer
Name
Chief Financial Officer *
EXPOSURE DRAFT
PROPOSED STATEMENT ON AUDITING STANDARDS 
MANAGEMENT REPRESENTATIONS 
JUNE 9, 1997
Ms. Kim M. Gibson
Technical Manager
Audit and Attest Standards, File 4308
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
Response Prepared By: Accounting and Auditing Standards Committee 
Louisiana Society of CPA's
Joseph T. Green 
Judson J. McCann, Jr.
James M. Campbell 
Kirby Campbell 
Keith Besson 
L. Charles Abshire 
John D. Cameron 
Bill Hender 
Jon H. Flair
Response Submitted By: Jon H. Flair
Most members responding felt the draft was well written and agreed with the necessity for its issuance; 
however, one member questioned whether the proposed changes are substantively necessary, and 
would result in any substantive benefits.
One member felt paragraph 4 was confusing because representation letters normally are dated no earlier 
than the auditor's report date. A false or erroneous representation could require additional fieldwork, 
and a later date on the report and management letter. This member felt that a draft of the representation 
letter obtained before commencement of fieldwork could help resolve this conflict.
One member felt that an additional illustrative representation should be added to Appendix A giving 
negative assurnace that the client has been designated as a potentially responsible party by the 
Environmental Protection Agency, and that the client is not aware of any high-risk exposure to 
environmental liabilities.
One member felt that the examples in Appendix B were redundant (because they appear to be examples 
of GAAP that are not necessarily industry specific) and therefore cause the representation letter to be 
unduly lengthy and confusing to clients. He feels that these representations are already encompassed in 
the representation letter through the phrase "the financial statements are fairly presented in conformity 
with generally accepted accounting principles."
On the other hand, another member felt that, in furtherance of the intent of footnote 9 on page 11 of the 
draft, that Appendix B should include illustrations of all other representations required or recommended 
by currently effective AICPA Audit Guides or SOP's. Including these requirements in one location 
in the professional literature could be a great aid to practitioners.
One member also felt that, in reference to paragraph 4 of Appendix A, definitions of key words should 
be uniformly incorporated in the management letter.
In addition, another member felt that specific references to the technical literature that appear in the 
illustrative representations in Appendix A should be omitted in actual practice because they create the 
impression that the client is intimately familiar with the content and application of these documents, which 
should remain solely within the auditor's purview.
One member felt that adoption of this proposed SAS would also have implications for SSARS 1, SSARS 6, 
and SAS 62 engagements that should be addressed.
August 8, 1997
Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308 
American Institute o f Certified Public Accountants 
1211 Avenue o f the Americas
New York, NY 10036-8775
Dear Ms. Gibson:
The Auditing Standards Committee o f the Maryland Association o f CP As has recently 
reviewed the Exposure Draft o f the proposed statement on auditing Standards entitled 
“Management Representations.” We agree that the proposed SAS will improve the 
guidance regarding written management representations obtained by auditors as part o f 
an audit performed in accordance with generally accepted auditing standards 
During our review, we developed the following two comments:
• Going concern- we believe that the clarity o f  the understanding between 
management and the auditor would be enhanced by including an explicit 
statement in the management representation letter that management believes 
that the organization is a going concern. While this is implied in the reference 
to management’s belief that the financial statements are fairly presented in 
conforming with generally accepted accounting principles (para 6. B. on page 
10), an explicit statement to that effect would reduce the possibility o f either a 
misunderstanding or an unintended oversight. To accommodate this change, 
we suggest that the proposed SAS renumber the reference regarding 
subsequent events from para 6. q. to 6. r.; and insert a new line 6. q. as 
follows, “ M anagem ent believes tha t the organization is a going concern.”
• Dates- we understand that peer reviews often find wide diversity in practice as 
to what date to use on management representation letters and when they 
should be obtained. We agree that the proposed SAS will help to clarify these 
matters with guidance provided in para 9 on pages 10-11 and parenthetically 
in the illustrative example in Appendix A. However, we also believe tha t 
additional guidance should be provided to clarify when the management 
representation letter should be obtained and when it should be dated.
This additional guidance should be inserted in paragraph 9, following the 
th ird  sentence.
If  you have any questions or would like to discuss our response with us, please contact 
me directly at 301-421-1330, or you can reach Carol W. Preston at the Maryland 
Association o f CPAs at 410-296-6250.
Maryland Association o f  
Certified Public Accountants, Inc. 
www.m acpa.org
Phone (410) 296-6250 
1-800-782-2036 
Fax (410) 296-8713
1300 York Road, Building C 
PO Box 4417
Lutherville, MD 21094-4417
SM
The CPA. Never Underestimate The Value
If  you have any questions or would like to discuss our response with us, please contact 
me directly at 301-421-1330, or you can reach Carol W. Preston at the Maryland 
Association o f CPAs at 410-296-6250.
truly yours,
Daniel R. Sandstrom, CPA
Chairman, MACPA Auditing Standards Committee
California
Society
Certified
Public
Accountants
August 27, 1997
Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
Re: Management Representations (Proposed Standard)
Dear Ms. Gibson:
The Accounting Principles and Auditing Standards Committee o f the California Society o f 
Certified Public Accountants (AP&AS Committee) has discussed the exposure draft o f the 
proposed Statement on Auditing Standards, Management Representations, dated June 9, 
1997. We write with our comments on the proposed standard.
The AP&AS Committees is a senior technical committee o f our state society. The 
committee is comprised of 50 members:
5 (10%) from national CPA firms
31 (62%) from local or regional CPA firms
9 (18%) sole practitioners
3 (6%) from industry
2 (4%) from academe
General comment: The committee believes that the Board should add guidance for 
considering or amending management representation letters in circumstances when the 
audit report is dual dated. The exposure draft does not seem to address this point.
Paragraph 6: Representations k., m. andn. refer to specific authoritative sources (AICPA 
Statement of Position 94-6 and FASB Statement No. 5.) Our committee believes that 
these technical references may not be meaningful to management in certain (smaller or less 
sophisticated) companies and would therefore not add significantly to a meaningful 
communication. We suggest the references be deleted in this paragraph as well as in the 
illustrative letter in Appendix A or at least a "descriptive" alternate be provided. In any 
case, stronger guidance to the practitioner regarding achieving an agreement on the 
meaning o f the specific representations may be particularly meaningful for the smaller or 
less sophisticated client.
Paragraph 8: The limitation of representations to material matters requires that 
management and the auditor have an understanding about materiality. Our committee was
275 Shoreline Drive 
Redwood Cite CA 
9 000  012 
i ijs i Si c o o n
confused about what the auditor's response should be in those instances where 
management's judgment about materiality differs from that o f the auditor. This is of 
particular concern if management communicates a materiality level that is lower than the 
level used by the auditor in planning the audit. In addition, we were concerned that a 
discussion o f materiality between management and the auditor might compromise (or 
undermine) the auditor's ultimate judgments arrived at during planning. One way to 
resolve these issues might be to use the numeric threshold approach already used in 
requesting legal representations. Under that approach, a materiality level is often stated in 
the request for purposes o f the specific inquiry at hand. This allows the auditor to request 
comments on items that may be lower than the ultimate financial statement materiality.
Paragraph 2 o f the illustrative management representation letter in Appendix A presumes 
the assumption o f a limitation o f representations related to material matters. The Board 
should consider amending the illustration or adding a reference to remind the auditor that 
inclusion is predicated on an understanding of materiality between the auditor and 
management.
Paragraph 10: The committee supports the proposed requirement that a predecessor 
auditor obtain an updated representation from the management o f a former client when 
asked to reissue his or her audit report.
Paragraph 11: The committee supports the provision that the auditor obtain
representations from current management for all periods covered by the auditor's report 
even if the current management was not present during all periods covered by the auditor's 
report.
Practice Implementation Guidance: There is often a delay between the date o f the auditor's 
report (the end o f fieldwork) and the issuance o f the financial statements (even in draft 
form). We believe there should be more guidance as the requirement to get the 
representation occurs on the earlier "end-of-field-work" date, yet the financial statements 
being represented may not have been drafted. Although common sense and due 
professional care would probably dictate that the representation letter about what is or is 
not in "our financial statements" could not be signed before the financial statements are 
significantly drafted, we believe additional guidance to that effect would be beneficial.
Thank you for the opportunity to present our comments.
Sincerely,
Andy Mintzer
Chair, Accounting Principles and Auditing Standards Committee 
California Society o f CPAs
300 Atlantic Street 
P.O. Box 9316 
Stamford, CT 06904
Telephone 203 358 0001
Price Waterhouse llp
August 26, 1997
Ms. Kim M. Gibson
Technical Manager, Audit and Attest Standards 
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
Exposure Draft 
Management Representations’ 
File 4308
Dear Ms. Gibson;
We are pleased to have this opportunity to comment on the above-mentioned exposure draft. We support 
the guidance included in the exposure draft. However, we have the following comment for consideration 
by the Board prior to issuance of the proposed standard.
There should be a catch-all representation regarding assumptions used and the responsibility therefore, 
similar to the pension and other post-employment benefit example in Appendix B applicable to other 
instances in which significant assumptions are made and a methodology applied in deriving a value. 
Examples would include stock options and in-process R&D.
We would be happy to discuss our comment or to provide any further information we have that would be 
helpful in completing the proposed standard.
Sincerely,
National Office 
Suite 800
One Prudential Plaza 
130 E. Randolph Drive 
Chicago, IL 60601-6050 
312 856-0001 
FAX 312 861-1340
August 28, 1997
Ms. Kim M. Gibson 
Technical Manager 
Audit and Attest Standards 
File 4308 
AICPA
1211 Avenue o f the Americas 
New York, N.Y. 10036-8775
Grant Thornton i
grant thornton llp Accountants and
Management Consultants
The U.S. Member Firm of 
Grant Thornton International
Dear Ms. Gibson:
We appreciate the opportunity to comment on the proposed Statement on Auditing Standards 
(SAS), Management Representations. We support the issuance o f the proposed SAS by the 
AICPA Auditing Standards Board and submit the following comments for the Board’s 
consideration:
1. Footnote one would provide more clarity if it was inserted after the second sentence o f the 
third paragraph.
2. Paragraph 4 - An additional sentence should be added at the end o f the paragraph as follows: 
“In certain circumstances, the auditor may need to consider withdrawing from the 
engagement.”
3. Paragraph 10 - The first sentence should be revised to provide guidance regarding the 
circumstances when a predecessor auditor should obtain updated representation letters from 
the successor auditor when the predecessor is requested to reissue his or her report. While 
such a situation is referred to in the first paragraph o f page 25 (which is the amendment to 
SAS 58), additional guidance should be provided within the proposed SAS.
Accordingly, we suggest that “or the successor auditor” be added to the end o f  the first 
sentence. Also, the second sentence should be revised as follows: “ ..., the predecessor 
auditor should obtain a letter o f representations from the management o f the former client 
and the successor aud ito r stating whether any events have occurred subsequent to the 
balance-sheet date..
4. Paragraph 10 - Consideration should be given to providing guidance on obtaining an updated 
representation regarding a matter that requires the dual dating o f the auditor’s report. This 
would be applicable, for example, when the client receives a waiver from its bank regarding 
debt covenant violations.
Grant Thornton S
GRANT THORNTON LLP
We suggest that the following sentence be added after the last sentence in paragraph 10:
“Further, in circumstances where the auditor’s report is dual dated, the auditor should 
ordinarily obtain updated representations from management through the dual date, for 
matters in the financial statements that gave rise to the dual date.”
5. Paragraph 10 - the second sentence should be modified to add the word “current” before 
“ ...management o f the former client...” . Also, a new third sentence should be added as 
follows: “This representation would be in addition to the representation that the successor 
auditor receives from the predecessor auditor.”
6. Page 18 - the illustrative example discussing going concern should be revised as follows:
“Note[X] to the....all o f the facts (meaning, significant conditions and events, and 
management plans) o f which..... ”
Page 19 - we suggest that the first condition be changed as follows to more appropriately 
reflect the example:
The possibility exists Events or changes in circumstances indicate that the carrying 
amount that the value of specific significant long-lived assets or certain identifiable 
intangibles may not be recoverable, be impaired and the recovery o f their carrying costs is 
uncertain.
7. Page 19 - Under the caption financial instruments an example should be added to describe 
management’s intended use o f derivative financial instruments. The illustrative example 
could say “Management uses index futures to hedge its market risk related to security 
positions held for trading purposes.”
8. Appendix B - We recommend that an example be provided that addresses the Private 
Securities Litigation Reform Act as follows:
Condition
Management o f an SEC registrant is aware o f illegal acts that are clearly inconsequential 
within the meaning o f the Private Securities Litigation Reform Act and do not have a 
material effect on the financial statements.
Illustrative Example
In accordance with the provisions o f the Private Securities Litigation Reform Act, we have 
separately informed you of all illegal acts that management is aware o f that have or may 
have occurred. All such acts are clearly inconsequential within the meaning of the Reform 
Act and do not have a material effect on our financial statements.
Grant Thornton
GRANT THORNTON LLP
10. Appendix B (Page 21) - It would be clearer if under the caption “Debt”, the sentence 
indicated that equity securities may also be issued in addition to a long-term obligation.
(Reference is made to SFAS No. 6)
11. Appendix B (Page 22) - It would be clearer if the illustrative example on “Taxes” be revised 
to state that management considers the unremitted foreign earnings to be permanently 
reinvested in that foreign subsidiary, and that management has no plans to remit such 
earnings to the parent company. Further, management should represent that there is no 
current need to remit such earnings to the parent company.
If  you should have any questions on any of the matters discussed in this letter please contact Mr.
John L. Archambault at (312) 565-4731.
Sincerely,
Grant Thornton LLP
National State Auditors Association
September 5, 1997
OFFICERS AND
EXECUTIVE COMMITTEE
’resident
EL THOMAS WAGNER, JR. 
\uditor of Accounts 
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Kim M. Gibson, Technical Manager
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Ms. Gibson:
On behalf o f the National State Auditors Association (NSAA), we appreciate the 
opportunity to respond to the exposure draft (ED) on the proposed Statement on 
Auditing Standards (SAS), Management Representations and an amendment to 
SAS No. 58, Reports on Audited Financial Statements. The following comments 
are based on the individual responses we received and are not intended to 
represent the views of all individual members. Individual state auditors are 
encouraged to comment separately.
We generally agree with the provisions o f the ED and believe it will provide 
useful guidance in practice. SAS No. 19 needed to be updated to reflect the most 
current industry practice and we believe that paragraph 6 is an improvement 
because:
• Representations have been reduced to those applicable to most entities. 
Accordingly, Appendix B has been added to include several less 
commonly used representations that appear in AU Section 333.04 as 
well as numerous other representations that may be appropriate for 
certain auditees.
• The representations have been classified in four categories and 
updated to reflect recent auditing and accounting pronouncements.
While we agree in principle with the ED, we do offer the following comments for 
consideration by the Auditing Standards Board (Board) in finalizing the 
document. Our comments are presented in paragraph sequence for ease of 
review.
R eliance on M anagem ent Representations
Paragraph 4 on page 9 states, “If a representation made by management is 
contradicted by other audit evidence, the auditor should investigate the 
circumstances and consider the reliability of the representation made. Based on 
the circumstances, the auditor should consider whether his or her reliance on 
management’s representations relating to other aspects of the financial statements
Relmond P. Van Daniker, Executive Director for NASACT 
2401 Regency Road, Suite 302, Lexington, Kentucky 40503 
Telephone (606) 276-1147, Fax (606) 278-0507, email rvnasact@mis.net 
and 444 N. Capitol Street, NW, Washington, DC 20001, Telephone (202) 624-5451 
Fax (202) 624-5473, email nasactdc@sso.org
Kim M. Gibson 
September 5, 1997 
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is appropriate and justified.” Although we concur with the proposed guidance in this paragraph, 
we are concerned that it does not provide the auditor with sufficient information to act in those 
circumstances in which other audit evidence does indeed contradict management representations. 
For example, should the auditor request that management revise its written representations? Or, 
in certain situations, should the auditor withdraw from the engagement? We suggest that the 
Board expand paragraph 4 in the final document to include more complete guidance for those 
circumstances in which other audit evidence contradicts management representations.
O btain ing  W ritten  R epresentations
Regarding management’s representation in paragraph 6.g. (and Appendix A, representations 5.a. 
and 5.b.), we propose that the phrase, “or potential fraud” be added. This is because 
management, using the language currently in the ED, may only consider an action to be fraud 
after a court o f law makes the determination. But in an audit, the auditor would want to know 
about any other potential irregularities or questionable transactions that may have occurred. The 
proposed addition should better ensure that the auditor is properly notified.
We suggest that representation 6.p. be changed to state, “Compliance with aspects o f contractual 
agreements that would have a material effect on the financial statements in the event of 
noncompliance.” Such phrasing would be consistent with related representation 10 in Appendix 
A as well as representation g. of paragraph 6.
The first two sentences o f paragraph 7 on page 11 are somewhat repetitive. We believe the 
second sentence would suffice with minor changes: “Based on the engagement circumstances, 
the auditor should obtain from management additional representations acknowledging issues 
specific to the entity’s business or industry.” If the first sentence is retained, however, we 
suggest that it be revised because the phrase “that are unique to the entity’s business or industry” 
could be construed to modify “financial statements” instead of “representations.” For example, 
“relating to the financial statements” might be deleted since this point seems obvious based upon 
the preceding paragraph. Or the sentence could be rewritten as follows: “The representation 
letter ordinarily should be tailored to cover representations that relate to the financial statements 
but are unique to the entity’s business or industry.”
Paragraph 9 on page 12 states, “the letter should be signed by those members of management 
with overall responsibility for financial and operating matters whom the auditor believes are 
responsible for and knowledgeable about, directly or through others in the organization, the 
matters covered by the representations. Such members of management normally include the 
chief executive officer and chief financial officer or others with equivalent positions in the 
entity” (emphasis added). Further, the illustrative example in Appendix A provides for two 
signatures. Is the intent to require more than one signature? Given the nature of state 
government, we would prefer to allow flexibility in this matter. That is, one signature would be 
acceptable when appropriate.
Kim M. Gibson 
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A ppendix A  -  Illustrative M anagem ent R epresentation Letter
Regarding paragraph 6:
1. We suggest that the date references at the beginning of the letter and in the third 
paragraph be shown consistently— either [Date] or [Date o f  Auditor’s Report]. If  the 
former alternative is chosen, a footnote might be added to refer the auditor to paragraph 
9 ’s guidance on dating the letter.
2. In representation 7.c. the italicized definitions of significant estimates and concentrations 
appear to be primarily for the benefit o f management and not the auditor. Therefore, we 
suggest the Board delete the definition in paragraph 7.c and include the SOP reference in 
paragraph 4 of Appendix A, along with other examples, instead of showing the 
definitions within the representation in the same format used for instructions elsewhere in 
the letter.
A ppendix  C -  Proposed A m endm ent to SAS No. 58, R eports on A u d ited  F inancial 
Statem en ts
The third sentence o f the explanatory paragraph o f the proposed amendment to SAS No. 58 on 
page 25 o f the ED states, “The amendment is effective for reports reissued on or after June 30, 
1998.” The time required for a predecessor auditor to reissue a report can vary greatly, 
depending on individual circumstances (e.g., delays in obtaining letters o f representation). 
Therefore, from a practical perspective, we believe that it is much more appropriate to tie the 
effective date o f the amendment to SAS No. 58 to the starting date o f the engagement, rather 
than to the date the report is reissued. We suggest that the Board revise the third sentence o f the 
explanatory paragraph in the final document to read, “The amendment is effective for reissued 
auditor’s reports requested on or after June 30, 1998.”
We appreciate the efforts of the Board on this project and the opportunity to provide our 
comments. Should you have any questions or need additional information regarding our 
response, please contact Kinney Poynter of NASACT at (606) 276-1147 or me at (302) 739- 
4241.
Sincerely,
R. Thomas Wagner, Jr. 
President
State of M ichigan
O ffice of the A uditor General 
201 N. W ashington Square 
Lansing, M ichigan 48913
(517) 334-8050 
Fax (517) 334-8079
Thomas H. McTavish, C.P.A. 
A uditor General
September 4, 1997
Ms. Kim M. Gibson, Technical Manager
Audit and Attest Standards, File 4308
American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, New York 10036-8775
Dear Ms. Gibson:
We have reviewed the Exposure Draft (ED) of the AlCPA's proposed Statement on 
Auditing Standards (SAS), entitled Management Representations, and the 
amendment to SAS No. 58, entitled Reports on Audited Financial Statements, and 
agree in principle with the proposed guidance. We do, however, have the following 
comments for consideration by the Auditing Standards Board (Board) in finalizing 
the document.
Proposed SAS, Management Representations
1. Paragraph 4, on Page 9 of the ED, states that "If a representation made by 
management is contradicted by other audit evidence, the auditor should 
investigate the circumstances and consider the reliability of the 
representation made. Based on the circumstances, the auditor should 
consider whether his or her reliance on management's representations 
relating to other aspects of the financial statements is appropriate and 
justified." Although we concur with the proposed guidance in this 
paragraph, we are concerned that it does not provide the auditor with 
sufficient information to act in those circumstances in which other audit 
evidence does indeed contradict management representations. For example, 
should the auditor request that management revise its written 
representations? Or, in certain situations, should the auditor withdraw from 
the engagement? We suggest that the Board expand Paragraph 4 in the final 
document to include more complete guidance for those circumstances in 
which other audit evidence contradicts management representations.
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2. Paragraph 8, on Page 11 of the ED, addresses the materiality of matters 
addressed in management's representations. When management and the 
auditor have reached an understanding on the limits of materiality, the 
second sentence states that "This materiality level may be stated explicitly in 
the representation letter, in either qualitative or quantitative terms." We 
have two concerns with the guidance in this sentence. First, to avoid any 
potential misunderstanding between management and the auditor, we believe 
that the materiality level should always be stated explicitly in the 
representation letter. Second, because the professional standards (AU 
Section 312.06) indicate that materiality judgments involve both qualitative 
and quantitative considerations, we do not believe that the materiality level 
should be stated in the representation letter only in qualitative or quantitative 
terms. Therefore, we suggest that the Board revise the second sentence of 
Paragraph 8 to read "This materiality level should be stated explicitly in the 
representation letter, in qualitative and/or quantitative terms." We also 
suggest that the Board expand the illustrative management representation 
letter, in Appendix A on Pages 15-17 of the ED, to include an example of an 
explicit statement of the materiality level.
3. Paragraph 11, on Page 12 of the ED, discusses circumstances in which the 
current management was not present during all the periods covered by the 
auditor's report. The second sentence of that paragraph states that "The 
specific written representations obtained by the auditor will depend on the 
circumstances of the engagement and the nature and basis of presentation of 
the financial statements." To provide more complete guidance for the 
auditor in these circumstances, we suggest that the Board expand Paragraph 
11 to provide examples of specific written representations that may be 
appropriate when current management was not present during all, such 
periods. As an alternative, we suggest that the Board include, as an 
appendix in the final document, an illustrative management representation 
letter for these circumstances.
Proposed Amendment to SAS No. 58, Reports on Audited Financial Statements
1. The third sentence of the explanatory paragraph of the proposed amendment to 
SAS No. 58, on Page 25 of the ED, states that "The amendment is effective for 
reports reissued on or after June 30, 1998." The time required for a 
predecessor auditor to reissue a report can vary greatly, depending on individual 
circumstances (e.g., delays in obtaining letters of representation). Therefore, 
from a practical perspective, we believe that it is much more
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appropriate to tie the effective date of the amendment to SAS No. 58 to the 
starting date of the engagement, rather than to the date the report is reissued. 
We suggest that the Board revise the third sentence of the explanatory 
paragraph in the final document to read "The amendment is effective for 
reissued auditor's reports requested on or after June 30, 1998."
We appreciate the opportunity to comment on the Exposure Draft. Should you 
have any questions, or desire further details on our comments, please contact me 
or Jon A. Wise, C.P.A., Director of Professional Practice.
Sincerely,
Thomas H. McTavish, C.P.A. 
Auditor Genera,
